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O1.
KEY INSIGHTS

e The global economy is expected to grow at 2.8% in 2025 and 3% in 2026, representing a downgrade
of 0.5% and 0.3% from the previous estimates, respectively. This downgrade primarily reflects global
trade uncertainties resulting from the new tariff measures adopted.

e GDP growth in Q4 of 2024-25 came in at 7.4% y/y, the strongest quarterly growth of the fiscal year,
indicating a widespread uptick in economic activity across sectors

e ||P was a mixed bag performance with improved performance of capital goods and consumer
durables subdued by volatility in the mining and electricity sectors, and persistent weakness in
consumer non-durables

e [nflationary pressures have greatly moderated in recent months, mainly led by the moderation of food
inflation, coming in at 2.1% y/y in April.

® The RBI cut its policy rate by 25 basis points, bringing it down from 6.25% to 6.00% its second
consecutive rate cut in April 2025, on sustained decline in inflationary pressure. It also changed its
policy stance from 'neutral’ to 'accommodative'.

e High imports, led by oil and gold, continue to weigh on the overall trade deficit despite the
consistently credible performance of services trade.

e [ndia’s capital flows for Q4 of FY 2024-25 were characterised by contraction in net FDI inflows and
volatility in portfolio flows.

e The Fiscal deficit for FY 2024-25 was successfully contained at 4.8% of GDP, meeting the revised

budget estimates. For FY 2025-26, the government has set the target at 4.4% of GDP, reaffirmed the
government’s commitment to fiscal consolidation while maintaining growth-supportive expenditure.
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02.

GLOBAL =
SCENARIO

The global economy stands at a pivotal crossroads as it seems to have entered a phase of fragile stabilization after a few
volatile years marked by the COVID-19 pandemic, geopolitical turmoil, and inflation shocks. The global GDP is expected
to grow at a modest 2.8% in 2025, with a slight rebound to 3.0% in 2026. These figures represent a downgrade of 0.5
percentage points in 2025 figures from the previous forecast in January 2025. A similar downgrade of 0.3 percentage
points is seen in estimates for 2026. The global disinflation trend continues, but at a slower pace than previously
expected. Headline inflation is projected to decline to 4.3% in 2025 and 3.6% in 2026, still above pre-pandemic levels.
Advanced economies are expected to make more progress on disinflation than emerging markets, where inflation is
likely to persist due to weaker currency positions, supply chain constraints, and higher pass-through of food and energy
prices.
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A major development in early 2025 has been the escalation in trade tensions, most notably the United States’ imposition
of near-universal tariffs in April, with retaliatory actions by major trading partners following swiftly. This has driven
global tariff rates to their highest levels in a century. The recent tariff actions can act as a negative supply shock -raising
input costs, disrupting global supply chains, and contributing to price volatility -ultimately dragging down global growth
and trade.

Advanced economies are expected to grow at 1.4% in 2025, while developing economies are expected to average 3.7%,
both subject to significant downside risks stemming from policy uncertainty, financial vulnerabilities, and a resurgence
in global protectionism. Among advanced economies, the United States is forecasted to grow at 1.8% in 2025, which is a
downgrade of 0.9 percentage points from the previous projection. Despite earlier signs of strength, the economy is now
grappling with heightened trade uncertainty and weakening external demand. The Euro Area is expected to expand by
0.8% in 2025, reflecting a 0.2 percentage point downgrade, largely due to sluggish manufacturing output and policy
uncertainty. Among the larger economies in the Euro Zone, economic activity in Germany is expected to stagnate with
0.0%, downgraded by 0.3% from the previous projection. France was downgraded 0.2 percentage points to an estimated
growth of 0.6% in 2025. Persistent weakness in domestic demand and spillover effects from Germany are weighing on
the outlook. France faces increased input costs and limited fiscal space to drive a recovery, with growth expected at
0.4%. Japan's growth forecast stands at 0.6% in 2025, a downgrade of 0.5 percentage points, amid stagnant domestic
demand and weak external trade.
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GDP Growth in Major Global Economies (%)
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Among Emerging Market and Developing Economies (EMDEs), China's growth forecast for 2025 has been revised down
by 0.6 percentage points to 4.0%. This reflects persistent challenges in the property sector, uncertainty from trade
conflicts, and weaker global demand. India remains a global growth leader with projected GDP growth of 6.2%, although
this too has been downgraded by 0.3 percentage points from earlier projections. Weaker global demand and a more
uncertain external environment have led to Brazil's growth being downgraded by 0.2% from the previous projections to
2.0% in the latest estimates released in April 2025.

The global economy, in 2025, appears to have moved past the acute phase of recent crises but is far from being in the
clear. Growth has stabilized but at subdued levels, inflation is easing unevenly, and a new wave of trade protectionism
threatens to undercut progress. Diverging regional growth trends, persistent vulnerabilities in low-income countries,
and an uncertain geopolitical climate present ongoing risk.

Y/Y Growth Projections Difference from Jan 2025

in Apr 2025 (%) Projections (%)
2025 2026
World Output 2.8 3.0 -0.5 -0.3
Spain 25 1.8 0.2 0.0
China 4.0 4.0 -0.6 -0.5
United Kingdom 1.1 1.4 -0.5 -0.1
India 6.2 6.3 -0.3 -0.2
Japan 0.6 0.6 -0.5 -0.2
Russia 1.5 0.9 0.1 -0.3
Saudi Arabia 3.0 3.7 -0.3 -0.4

Data Sources
World Economic Forum, international Monetary Fund | Global Economic Prospects, World Bank
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03.
INDIA GDP

India’'s economy has remained resilient in FY2024-25, registering a real GDP growth of 6.5% as per the latest data
released by the Ministry of Statistics and Programme Implementation (MoSPI). This performance, though a moderation
from the 9.2% growth recorded in FY2023-24, once again positions India as the fastest-growing major economy
globally. The decline in GDP as compared to the previous year can be attributed to the fact that the growth rate for FY
2023-24 was driven by strong base effects and post-pandemic recovery momentum. Looking at the latest quarterly
numbers, India’s GDP expanded by 7.4% y/y in Q4 of 2024-25, down from 8.4% y/y in Q4 of 2023-24. Although lower
than the previous year, this is the strongest quarterly growth of the fiscal year and does reflect a widespread uptick in
economic activity across sectors. The construction and Public Administration, Defence & Other services sectors
particularly stood out, while agriculture posted a strong recovery.

Looking at the sectoral performance, the Primary sector (Including Agriculture & Mining Activities) recorded a strong
5.0% growth in Q4, up from just 0.8% in the same period last year. For the full year, the sector grew by 4.4%, a notable
acceleration from 2.7% in FY2023-24. This rebound was supported by a normal monsoon, higher rabi output, and better
terms of trade for farmers. The resilience of this sector always plays a key role in supporting rural incomes and demand.
The manufacturing sector showed signs of recovery in Q4, growing by 4.8%, up from 3.6% in Q3. However, annual
growth slowed to 4.5% in FY2024-25 from 12.3% in FY2023-24. The sector faced headwinds in the form of input cost
pressures, soft global demand, and elevated borrowing costs. One of the standout performers of the year, the
construction sector grew by 10.8% in Q4 and recorded a full-year growth of 9.4%. This was driven by increased public
infrastructure spending, higher private sector investment in real estate, and continued progress in urban development
projects. Services grew by 7.2% in FY2024-25, down slightly from 9.0% in the prior year. Public Administration, Defence
& Other services led the way, supported by sustained demand in Financial, real estate, and professional services. In Q4,
the services sector grew by 7.3%, reinforcing its role as a stabilizing force amid global headwinds. Tourism, retail, and
digital services also gained momentum post-pandemic.
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Looking at the expenditure side, Private consumption rose by 7.2% in FY2024-25, compared to 5.6% in FY2023-24.
This rebound indicates improving consumer confidence, greater rural spending capacity, and a strong festive season. In
Q4, PFCE remained firm with a growth rate of 6%, supported by a moderation in food inflation, rising employment in
services, and recovery in urban discretionary spending. Gross Fixed Capital Formation grew by 7.1% in FY2024-25, with
a strong 9.4% rise in Q4. This reflects higher public sector capital outlays and improving private investment sentiment,
indicating sectors such as transport, renewables, and manufacturing attracting significant capex. While lower than the
8.9% growth in FY2023-24, the annual figures remain healthy and reflect an investment-driven recovery phase.
Government expenditure rose by 4.1% in FY2024-25, up from 2.5% in FY2023-24, highlighting higher central and
state-level spending. Much of the increase was observed in the first half of the fiscal year, aligned with welfare
disbursements, rural support schemes, and election-related expenditure.
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GVA at Basic Prices (%)

12.0 114
10.0 9
8.0 7.2
6.1
6.0
4.4
4.0
2.7
2'0 .
0.0
Primary Sector Secondary Sector Tertiary Sector
W 2023-24 m2024-25
GDP and its Expenditure Components (%)
10.0
8.8
9.0 81
8.0 7.2 71
7.0
6.0 5.6
5.0
4.0
3.0 23
2.0
1.0
0.0

PFCE GFCE GFCF

m2023-24 m2024-25

India's economic performance in FY2024-25 highlights a critical shift from recovery post the pandemic to resilience in
a tumultuous global market. Despite a slowdown from the previous year, the economy registered one of the highest
growth rates among major economies. With macroeconomic stability largely intact and reforms underway, India
remains well-positioned to maintain its growth trajectory in the near and medium term.

The Index of Industrial Production (IIP) has painted a mixed picture in the last three months from February to April 2025.
Despite some bright spots in capital goods and consumer durables, headline growth has moderated due to volatility in
the mining and electricity sectors, persistent weakness in consumer non-durables, and a sharp deceleration in primary
goods output. After two consecutive months of growth of 2.86% y/y and 3.94% y/y in February 2025 and March 2025,
respectively, driven by stronger electricity generation and higher output in the manufacturing sector, IIP growth eased
t0 2.70% y/y, reflecting a broad-based deceleration across sectors.






























