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Upgrading growth forecasts; consensus trend-growth upgrades likely 

We raise India’s FY26 GDP growth forecast to top-of-the-street 7.2% YoY. Simultaneous 

fiscal and monetary tightening hurt growth in FY25. While we expected the monetary 

easing and slower pace of fiscal tightening to help growth in FY26, GST cuts and earlier-

than-expected revival in credit growth have boosted high-frequency indicators. We also 

expect better growth in FY26 to push up trend-growth assumptions, which have been 

depressed by slowing nominal growth. Inflation should rise as unnaturally low food prices 

reverse and economic slack eases. Low costs of equity and debt capital and the 

deregulation drive at the centre, state, and regulators should help sustain this growth.   

Exhibit 1 - Raising FY26 GDP growth to 7.2%, with limited 2H slowdown 

 

Source: MOSPI, Axis Bank Research 

Raising FY26 GDP growth to 7.2%, as GST reset helps monetary transmission 

We have long held that in the absence of the fiscal and monetary headwinds that slowed 

GDP growth in FY25, FY26 would see a revival, as trend growth is faster. Data and anecdotes 

post the GST changes point to an improvement in growth momentum in October, and credit 

growth has revived two months ahead of our earlier expectation (Fig 3), with rising 

disbursals on past sanctions (Fig 4). Healthy growth in high-frequency indicators in proxies 

for construction (good cement demand), transport (auto sales), and labour markets (low 

NREGA demand, drop in PLFS unemployment) show the fiscal impulse was effective. We 

raise our projections of real FY26 GDP growth to above-consensus 7.2% (Fig 1-2). 

Falling cost of capital, EODB steps are growth enablers 

Cost of capital has been falling, with sovereign bond yields near record lows (excluding crisis 

periods), and high P/E multiples offering cheap equity capital. We expect the temporary 

tightening of liquidity due to FX defence (Fig 16-17), demand for currency notes (Fig 18) and 

higher bank profitability (Fig 19) to reverse (link). Both the centre and state governments 

are also working on ease-of-doing-business (EODB), supported by regulators focusing on 

removing bottlenecks, and undoing rules which were written in a different context. 

Growth recovery can also move up trend growth estimates 

After a prolonged period of downgrades (Fig 8), GDP upgrades have started, largely as 

expected (link). Early upgrades were mostly due to the 1Q growth surprise: even the MPC’s 

upward revision for FY26 had cut growth forecasts for 2-4QFY26. A steady deceleration in 

nominal growth (Fig 9) was a driver, showing in weak tax collections (Fig 10) and earnings 

growth (Fig 11). However, this was only due to lower inflation (Fig 12), driven by the (likely 

unrepeatable) largest and longest food price drop in 10 years (Fig 13), and slack in the 

economy. We expect both to, pushing nominal growth back to double-digits (Fig 14). Growth 

upgrades for FY26 are likely to push up trend growth assumptions as well, in our view. 
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Exhibit 2 - Growth forecasts above RBI estimates, which 
kept FY26 contained after 1Q surprise 

 
Exhibit 3 - Non-food credit growth is now above 11% 

 

 

 

Source: MOSPI, RBI, Axis Bank Research  Source: RBI, Axis Bank Research 

Exhibit 4 - Higher disbursals of past sanctions in FY26 
 

Exhibit 5 - Share of MSME credit in non-food  credit 

 

 

 

Source: RBI, Axis Bank Research  Source: RBI, Axis Bank Research 

Exhibit 6 - MSMEs growing credit at 2x the system rate 
 

Exhibit 7 - MSE credit guarantee coverage up 3x 

 

 

 

Source: RBI, Axis Bank Research  Source: MSME annual report, Axis Bank Research 
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Exhibit 8 - Limited rise in market consensus growth 
 

Exhibit 9 - Nominal GDP progressively slowing 

 

 

 

Source: Bloomberg, Axis Bank Research  Source: MOSPI, Axis Bank Research 

Exhibit 10 - Slower tax growth with NGDP 
 

Exhibit 11 - 12m rolling EBITDA growth (BSE 500) 

 

 

 

Source: CGA, Axis Bank Research  Source: Bloomberg, Axis Bank Research 

Exhibit 12 - Lower NGDP growth on inflation 
 

Exhibit 13 - Food disinflation largest and longest in 10y 

 

 

 

Source: MOSPI, Axis Bank Research  Source: RBI, Axis Bank Research 
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Exhibit 14 - Inflation likely to recover in FY27 
 

Exhibit 15 - Deposit impulse remains weak 

 

 

 

Source: RBI, Axis Bank Research  Source: RBI, Axis Bank Research 

Exhibit 16 - RBI been defending INR heavily 
 

Exhibit 17 - With over USD 30 bn estd. In 4 months 

 

 

 

Source: Bloomberg, Axis Bank Research  Source: RBI, Axis Bank Research 

Exhibit 18 - CIC drained Rs. 1 tn from deposits FYTD 
 

Exhibit 19 - Profitability boosting money held as capital 
rather than deposits 

 

 

 

Source: RBI, Axis Bank Research  Source: RBI, Axis Bank Research 
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Exhibit 20 - : Extract of India high-frequency indicators – positives in transport, credit, energy, construction and rural 
– with Oct slowdown on the festive season 

 

Source: Multiple data sources available on request, Axis Bank Research 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Leading Indicator Sep-24 Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25 Sep-25 Oct-25

GoI Spends  (Ex. Interest) (INR value) 4% 31% 5% 30% 19% -26% 17% 26% 11% 15% 5% -16% 8%

GST collections (value in INR) 6% 9% 9% 7% 12% 9% 10% 13% 16% 6% 8% 6% 9% 5%

Rail Freight (weight) -1% 1% 1% 10% 0% 4% -2% 7% -1% 2% 1% 8% 4% 2%

Port Cargo (weight) 6% -3% -5% 3% 6% 8% 12% 7% 4% 6% 4% 3% 11% 12%

Passenger traffic: All airports 8% 10% 13% 10% 13% 11% 9% 10% 2% 4% -1% 1% -1%

Cargo traffic: All airports 18% 15% 8% 8% 7% -5% 4% 11% 5% 0% 4% 5% 3%

Hotel revenue per room 12% 10% 23% 8% 10% 15% 14% 20% 5% 9% 0% 4% 8%

PMI Services 57.7     57.9     58.4     60.8     56.5     59.0     57.7     59.1     58.8     60.7     60.5     62.9     60.9     

Non-food credit growth YoY% 14% 12% 11% 11% 11% 11% 12% 10% 9% 9% 10% 9% 11%

Credit to industry YoY% 10% 6% 6% 5% 6% 6% 7% 7% 5% 4% 6% 7% 7%

Credit to wholesale & retail trade YoY% 24% 17% 19% 18% 18% 15% 16% 14% 11% 10% 13% 12% 12%

Credit to NBFCs YoY% 8% 4% 5% 7% 8% 6% 6% 4% 0% 4% 3% 3% 4%

Unsecured Household credit 16% 12% 14% 12% 10% 9% 9% 9% 9% 9% 8% 8% 8%

CV registrations (FADA) (units) -8% 10% -3% -3% 11% 13% 4% 4% -9% 38% -5% 3% -3% 11%

Diesel Consumption (volume) -2% 0% 8% 6% 4% -1% 0% 4% 2% 2% 2% 1% 7% 0%

Petrol Consumption (volume) 3% 9% 10% 11% 7% 4% 6% 5% 9% 7% 6% 5% 8% 7%

Electricity Consumption (units) 1% 1% 0% 6% 3% 3% 7% 2% -5% -2% 5% 4% 3% -6%

Tractor Sales (TMA) (Volume) 4% 22% -1% 14% 11% 36% 25% 8% 9% 10% 8% 28% 45%

All India retail sales (RAI) YoY% 5% 7% 7% 5% 5% 4% 6% 4% 5% 8% 8% 8%

Vehicle Registrations (VAHAN) (volume) -9% 33% 12% -12% 8% -6% 0% 4% 6% 6% -4% 4% 5% 40%

PV registration (FADA) (units) -17% 36% -11% 0% 18% 41% 9% 4% 0% 6% 3% 5% 9% 15%

2-Wh registration (FADA) (units) -8% 37% 16% -17% 5% 6% -1% -8% 8% 5% -6% 3% 7% 53%

Total Exports (Ex Oil, Gold) 12% 25% 20% 13% 13% 3% 3% 13% 8% 4% 12% 4% 9%

Total Imports (Ex Oil, Gold) 9% 11% 12% 7% 18% 1% -2% 15% 9% 2% 9% -1% 12%

Cement Prodn (weight) 8% 3% 13% 10% 14% 11% 12% 6% 10% 8% 12% 5% 5%

Steel Prodn (weight) 2% 6% 11% 7% 5% 7% 10% 4% 7% 10% 17% 14% 14%

Coal Prodn (weight) 3% 8% 8% 5% 5% 2% 2% 3% 3% -7% -12% 11% -1%

IIP (Index) 3% 4% 5% 4% 5% 3% 4% 3% 2% 2% 4% 4% 4%

IIP capital goods 3% 3% 9% 11% 10% 8% 4% 14% 13% 3% 7% 4% 5%

PMI Manufacturing 56.5     57.5     56.5     57.4     56.4     56.3     57.6     58.4     57.6     58.4     59.1     59.3     57.7     

Core IIP YoY% 2% 4% 6% 5% 5% 3% 5% 1% 1% 2% 4% 7% 3%

FASTag Payments 10% 10% 14% 13% 19% 18% 14% 22% 20% 18% 20% 26% 20% 9%

E-way Bills No. 19% 17% 16% 18% 23% 23% 20% 23% 19% 19% 25% 22% 21% 8%

MNREGA - Persons Demanded Work (Cr) 1.89     1.99     2.16     2.58     2.71     2.66     2.36     2.73     3.79     3.55     2.02     1.42     1.39     1.28     

Naukri Jobspeak Index -4% 10% 2% 9% 4% 4% -1% 9% 0% 11% 7% 3% 10% -9%

UPI (value) 31% 37% 24% 28% 28% 20% 25% 22% 23% 20% 22% 21% 21% 16%



 

 

India Economics | GDP growth 

November 13, 2025 6 
 

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. 
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. 

 
Disclaimer for Singapore clients: This document is published by Axis Bank Limited, India (“Axis Bank”) and is distributed in Singapore 
by Axis Bank. This document is not a research analysis or report concerning any investment product. This document does not provide 
or purports to provide individually tailored investment advice, commentary or opinion. The contents in this document have been 
prepared and are intended for general distribution strictly to accredited investor, expert investor or institutional investor. A recipient 
of this document shall not provide or circulate this document to any other person. The contents in this document do not take into 
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 
product types, taking into account your specific investment objectives, financial situation and particular needs, before making a 
commitment on any instruments or product types. This is because the appropriateness of a particular instrument or product type will 
depend on your individual circumstances and investment objectives, financial situation and particular needs. The instruments and 
product types mentioned in this document may not be suitable for all investors, and certain investors may not be eligible to purchase 
or participate in some or all of them. 

 
Disclaimer for DIFC clients: Axis Bank Limited (DIFC branch) is duly licensed and regulated in the Dubai International Financial Centre 
by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients (as defined in the 
Rule 2.3 of the Conduct of Business Module of the DFSA Rulebook) who satisfy the regulatory criteria set out in the DFSA Rules, and 
should not be relied upon, acted upon or distributed to any other person(s) other than the intended recipients 
 
 
 
 


