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May 30, 2017

Mammoth 
moves
India’s big reforms and 

next steps
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Key messages

• Policy focus: fiscal and monetary prudence and potential enhancing 

reforms

• Third year most eventful

– Demonetisation, GST and political consolidation

• Implementation must now take the baton

• States begin to play a bigger role

• Political math turning favourable for NDA 

• Macro numbers healthy, but challenges constrain the speed of growth

• Outlook 2017-18
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Taking stock of reforms 

Low Mid Fast

Health and education

Technological readiness

Macroeconomic environment

Infrastructure

Financial market development

Goods market efficiency

Institutions

Low 
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India World

Economic policy uncertainty remains low in India

Source: “Measuring Economic Policy Uncertainty” by Scott Baker, Nicholas Bloom and Steven J. Davis at www.PolicyUncertainty.com.  

Economic Policy Uncertainty Index
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What do policy moves imply

Implications

Short term

• Growth will be a grind up

• Macro stability will improve resilience to 

global shocks

• Improve prospects for sustainable high 

growth

• Formalization of the economy

• Low inflation environment

Medium term

Policy focus is 

more about 

raising ‘trend’ 

than ‘cyclical’ 

growth

Prudent monetary and fiscal 

policies

Repair (power, banking) and 

reforms (GST, Bankruptcy code)
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States to play a bigger role
Which states are at the forefront on reforms?
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Legislative math bodes well for NDA
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Fiscal rectitude helping

Fiscal deficit to GDP (%)
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Modi Government 

came to power

Crucial macros are looking good 
Provide leeway for reforms
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What is holding back
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32.6% 31.7% 31.1%

29.2%

FY12 FY13 FY14 FY15 FY16 FY17

Investments remain a drag on growth……

Gross Fixed Capital Formation to GDP
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Infra investment currently firing on only one cylinder 
– govt spending

FY15-FY18 growth (%, y-o-y)
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……as capacity utilisation is still weak

Capacity Utilisation rate
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Plus, high NPAs, a deterrent to private infra 
investment revival 

Gross non-performing assets to advances
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Outlook 2017-18

Risks:
Monsoon distribution

Transitory disruption due to GST implementation

Global political risks morphing into economic riks

Source: Central Statistical Organisation, RBI and CRISIL. Note: * CSO advance estimates

2013-14 2014-15 2015-16 2016-17 2017-18F

GDP growth (%) 6.6 7.2 7.9 7.1* 7.4

Inflation (%) 9.5 6.0 5.0 4.7 5.0

10-year yield (March-end) 8.8 7.7 7.5 6.8 6.9

CAD / GDP 1.7 1.3 1.1 0.9 1.3

Fiscal deficit / GDP 4.6 4.0 3.9 3.5 3.2

Exchange rate (Rs/$, March) 61.0 62.4 67.0 65.9 67.5

Investment / GDP 32.6 31.7 31.1 29.2 ~29

NPA / Advances 3.8 4.3 7.5 9.5 10.6
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Thank you

Dharmakirti Joshi Dipti Deshpande

Chief Economist Senior Economist


