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Services exports resilient despite tourism drag; Al risks not imminent

India’s net services surplus grew 15% in FY26 to US$217bn: a new high of 5.5% of GDP. 30Jun 2026
Growth was 17% YoY in Apr-2026. Despite weakness in ‘traditional’ services (especially External Sector
trade, travel and transport, with the post-pandemic recovery in inbound tourism lagging Services trade

that seen globally), growth in ‘modern services’, particularly IT and business services, has
remained strong. We estimate they together accounted for 0.8pp of FY26 GDP growth.
While headwinds from US policy (visas), and the structural overhang of Al may persist,
we expect these to continue contributing to growth, together with providing comfort on
the balance-of-payments. We also find GCCs growing faster than IT Services firms.

Exhibit 1: Faster rise in services exports largely offsets the rise in goods deficit
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Net services exports continued their strong growth in FY26, rising 15% YoY

In FY26 India’s services exports continued the uptrend that started in Jun-2020 after nearly
a decade of stagnation (Fig 1). Services surplus rose 15% in FY26, consistent with growth
seen over the past three years. Growth was 17% YoY in Apr-2026. Digging deeper, we find
that 16% YoY growth in ‘modern services’ offset the 9% YoY decline in traditional services:
trade-related services fell 20% YoY, and travel and transport by 6.7% and 5.5%, respectively.
Software and business services account for 71% of India’s services exports (Fig 6) and 119%
of incremental gains in the last 10-years in services trade (Fig 9). They are now 117% of the
FY26 surplus (Fig 8) and have kept the current account deficit in check (Fig 2, 3).

Travel slump in FY26, India’s gap in tourism vs. global peers widened

Of the US$22bn fall in net exports of traditional services over FY20-FY26, US$12bn came
from tourism, as a US$8bn net surplus in FY20 slipped to a $4bn deficit in FY26 (Fig 13). This
is as much due to Indians traveling abroad, as due to a 9% YoY fall in foreign tourist arrivals
inIndiain CY25. This is well below the 2012-20 trend (Fig 14), as the recovery in India post- Neelkanth Mishra

pandemic is worse than global trends (Fig 15). Several structural factors dominate, in our Neelkanth.Mishra@axisbank.com
view, like the cost/experience disadvantage vs. competing locations (link: discretionary
tourism demand is usually price elastic) and complex visa processes (link). Prateek Ancha

Prateek.Ancha@axisbank.com
The modern services’ support to BoP is likely to persist, Al fears overblown

On the other hand, we estimate growth in software and business service exports accounted
for 0.8pp of GDP growth in FY26. While headwinds and overhang from changing US policies
and growing Al capabilities (link) may persist, there is no evidence of a slowdown yet. Axis
Capital’s tech team makes a much stronger assertion: that Al may boost demand for Indian
IT services (link). Further, consistent with our broader view that Al could shift the
organization boundary (i.e., how much is outsourced), we find that growth in heads that Tanay Dalal

represent the output of Global Capability Centre (GCC) has been stronger than for what Tanay.Dalal@axisbank.com
counts exports from IT Services firms.
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https://english.dhanamonline.com/travel-tourism/indias-tourism-slowdown-why-foreign-travellers-are-staying-away-9002410
https://blog.localsride.com/news/inbound-tourism-india-challenges-solutions
https://www.financialexpress.com/business/news/indias-it-services-industry-will-be-gone-vinod-khosla-flags-major-disruption/4268386/
https://research.axiscapital.co.in/ResearchPortal/Download?E=bcfdjkcfic
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Exhibit 2 - Net services exports up 13% YoY in Mar-26 (+1pp
vs. Dec-25); FY26 growth at 14.7% YoY (FY25: 16% YoY)
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Exhibit 3 - FY26 CAD deficit at $25; Goods deficit of $337bn
offset by $217bn of services surplus and $94bn of invisibles

Net services exports —4Q rolling sum

40%
YoY%

30%
20%
10%
0%
-10%
-20%

Goods N Services
mmm Other invisibles = CAD balance

350 7 (US$ Bn) 4Q rolling sum

250 A
150 -
50 +
(50) 1
(150) A
(250) -
(350) -
PO A
W W

Source: RBI, Axis Bank Research

Exhibit 4 -Qtrly. services surplus growing faster vs. exports...

Source: RBI, Axis Bank Research

Exhibit 5- ...helped by weak import growth
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Exhibit 6 - Computer and professional services made 70% of
services exports in FY26 (further travel & transport 8% each)

Source: RBI, Axis Bank Research

Exhibit 7 - 4QFY26 services exports’ growth driven by
professional services, software and R&D services
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Exhibit 8 - Computer services (48% of services exports)

Exhibit 9 - Professional & management consulting services
contributed 83% of services surplus

contribute more to services surplus (34% vs. 17% 5Y ago)
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Exhibit 10 - Net computer services growth sustained at 12%

Exhibit 11 - Professional services surplus remains strong
YoYinFY26

(+30% YoY in FY26 vs. 25% in FY25)
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Exhibit 12 - R&D services’ surplus has risen sharply for last 6

Exhibit 13 - Net travel receipts continue to worsen (swing
quarters ($6bn annualized in Sep-24 to $10.6bn in Mar-26)

from +$8bn in FY20to -$4bn in FY26...
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Exhibit 14 - ...as the foreign tourist arrivals (FTA)

Exhibit 15 - India’s FTAs weak vs. RoW (-18% from
remain weak (60% of pre-pandemic trend)

2019 levels); global arrivals now above the 2019 levels
Foreign tourist arrivals in India Index International Tourist Arrivals
12mrolling sum - = =FY12-20 trend (2019=100)
World India
Millions - 120
12 .- - 100
80
8 60
40
4
20
0 0
S . N S N S P P PGP
?g VQ VQ VQ ?g ?Q ?Q ?g 1 I P 1 ) L Y R P
Source: Ministry of Tourism, Axis Bank Research

Source: UN Tourism, Ministry of Tourism, Axis Bank Research

Exhibit 16 - India pays more for IP charges Exhibit 17 - Net trade and technical services also weak
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Disclaimer: The report and information contained herein is of confidential nature and meant only for the selected recipient and should
not be altered in any way, transmitted to, copied, or distributed, in any manner and form, to any other person or to the media or
reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures and
information that are obtained from publicly available media or other sources believed to be reliable and hence considered true, correct,
reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true, correct, reliable
and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as such. Artificial
Intelligence tools may have been used (i) during the information gathering stage for compiling or collating data from (a) publicly available
sources, (b) databases to which Axis Bank subscribes, and (c) internally generated research data; and/or (ii) for compiling summaries of
this report. The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject
to change without providing any prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and alterations
to this report/ information as may be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the
data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be answerable
or responsible in any way for any kind of loss or damage that may arise to any person due to any kind of error in the information
contained in this document or otherwise. This document is provided for assistance only and should not be construed as the sole
document to be relied upon for taking any kind of investment decision. The recipient is himself/herself fully responsible for the risks of
any use made of this information. Each recipient of this document should make his/her own research, analysis and investigation as
he/she deems fit and reliable to come at an independent evaluation of an investment in the securities of companies mentioned in this
document (including the merits, demerits and risks involved), and should further take opinion of own consultants, advisors to determine
the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements for all
investors. Axis Bank and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short positions
in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction
involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to such company
(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. The
applicable Statutory Rules and Regulations may not allow the distribution of this document in certain jurisdictions, and persons who
are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not meant, directed
or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction, where such distribution, publication, availability or use would not be in conformation to the law, regulation or which
would require Axis Bank and affiliates/ group companies to obtain any registration or licensing requirements within such jurisdiction.
Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be held responsible,
liable for any kind of consequential damages whether direct, indirect, special or consequential including but not limited to lost revenue,
lost profits, notional losses that may arise from or in connection with the use of the information. Prospective investors and others are
cautioned and should be alert that any forward-looking statements are not predictions and may be subject to change without providing
any notice. Past performance should not be considered as a reference to future performance. The disclosures of interest statements if
any included in this document are provided only to enhance the transparency and should not be construed as confirmation of the views
expressed in the report. The views expressed in this report reflect the personal views of the author of the report and do not reflect the
views of Axis Bank or any of its associate and group companies about the subject company or companies and its or their securities.
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account the specific investment objectives, financial situation, or particular needs of any particular person. The instruments and
product types mentioned in this document may not be suitable for all investors. You should independently evaluate particular
investments or product types and seek independent advice from a financial adviser regarding the suitability of such instruments or
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