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🎤
INTERVIEW ANGLE

"India's favourable macro conditions (high growth, low inflation, strong FDI, stable rupee) are
ending simultaneously. What are the structural vulnerabilities and what policy responses can
prevent a deeper slowdown?"

THE CORE ARGUMENT

The editorial argues that India’s “Goldilocks moment” — a period of high GDP growth (~7%), moderate

inflation, and steady capital flows — is ending. Multiple unfavourable forces are converging: a weakening rupee

(India slipped to 6th largest economy in nominal dollar terms, ~$3.9-4.2 trillion), global growth slowdown

driven by US tariff wars, sluggish private investment, persistent unemployment concerns, and fiscal space

constraints. The piece warns that India’s macro situation will worsen without structural reforms in

manufacturing, labour markets, and fiscal federalism — and cautions against complacency driven by headline

GDP numbers.
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INDIA’S MACRO STATUS — WHERE THINGS STAND

INDICATOR STATUS

GDP growth (FY25) ~6.4% (IMF/UN estimate for 2026)

Inflation (CPI) ~4.4% (within RBI’s 4±2% band)

Rupee (Apr 2026) ~₹85-87/USD; significant depreciation from ₹75 (2021)

India’s global GDP rank 6th (nominal); 3rd (PPP)

Fiscal deficit (Centre) ~4.9% of GDP (FY25 revised estimate)

Current account deficit Manageable; ~1.5% GDP

Unemployment (PLFS) ~7-8% urban youth unemployment

WHAT MADE THE GOLDILOCKS PERIOD

India benefited from several simultaneous tailwinds (2021–2024):

Key Indicators (2025-26)

Post-COVID recovery bounce — GDP growth rebounded sharply (8.7% FY22, 7% FY23)1

China+1 strategy — Global supply chain diversification brought manufacturing FDI2

Oil price moderation — Below $80/barrel benefited India’s import bill3

Digital dividends — UPI, GST formalisation, fintech drove economic efficiency4

Fiscal consolidation — Centre’s capex push on infrastructure5
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WHY THE GOLDILOCKS PERIOD IS ENDING

RISK IMPACT ON INDIA

US tariff escalation (Trump tariffs) Reduced export competitiveness; lower IT spending by US firms

Global growth slowdown Lower demand for India’s exports (software, goods)

Commodity price uncertainty Fertiliser, energy costs remain volatile

Dollar strengthening Rupee depreciation; imported inflation

WEAKNESS DETAIL

Private investment gap Corporate investment as % of GDP remains below pre-2008 levels

Job quality Formal job creation lagging population growth; gig economy dominance

Manufacturing share stagnant ~18% GDP — far from “China in the 1990s” trajectory

Consumption slowdown Urban middle-class distress; FMCG demand slowdown signals

Bank credit concentration Retail and housing loans dominate; productive sector credit tight

India’s nominal GDP in dollar terms has slipped despite real growth:

1. Global Headwinds

2. Domestic Structural Weaknesses

3. Rupee Depreciation Effects

Rupee: ~₹85-87/USD vs ₹75/USD in 2021 = ~15% depreciation

This mechanically reduces India’s dollar-denominated GDP

India slipped from 5th to 6th globally in nominal GDP ranking

However: India’s PPP-adjusted GDP (3rd globally) is unaffected
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POLICY PRESCRIPTIONS — WHAT CAN WORK

OPTION MERIT CONSTRAINT

Increase capex Multiplier effect; crowd in private investment Fiscal deficit limits

State-level transfers States execute 60% of capex Federal tensions; state debt concerns

Rationalise subsidies Free fiscal space Political cost

UPSC ANGLE

PAPER ANGLE

GS3 — Economy GDP methodology, Goldilocks, macro vulnerability, private investment

GS3 — Economy Rupee depreciation, current account, fiscal deficit

GS2 — Governance Economic policymaking; Centre-state fiscal relations

Mains Keywords: Goldilocks economy, private investment, fiscal deficit, rupee depreciation, PPP vs nominal

GDP, labour codes, capex, PLFS, unemployment, India global GDP rank

Probable Question: “India’s growth story depends on resolving structural weaknesses in manufacturing and

employment. Critically examine.” (GS3 Mains)
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Fiscal Policy

Structural Reforms

Labour market reform — simplify codes (4 labour codes passed but unimplemented in most

states)

1

Land acquisition reform — ease industrial land access for manufacturing2

Agricultural reforms — abandoned APMC reforms need revival3

Tariff rationalisation — Trump tariffs create space to reduce India’s own import tariffs4
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24 Apr ReNew Energy's 6.5 GW Solar Ingot-Wafer Factory in...

24 Apr ASISSE — India's First Annual Survey of Incorporated...

23 Apr Current Affairs Today — April 23, 2026
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