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Resilient, But the Risks Remain: Reading
India's Q1 Momentum

& The Indian Express 28 August 2026

} INTERVIEW ANGLE

"Non-oil exports grew 12.8 per cent, helped by a weaker rupee. Is a depreciating currency an
export policy, or the absence of one?"

Source: Original editorial »  The Indian Express

(® Every fact web-verified against primary sources

THE LIFT LINE

Almost every domestic indicator is pointing the same way, which is the strongest signal an economy can send.

Nearly every risk to it is external, which is the one thing policy cannot fix.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

This is a compact, current, and unusually well-sourced snapshot of the Indian macroeconomy: the numbers a
GS3 answer on growth needs, in one place, attributed to the two official documents that matter. It also
demonstrates how to read high-frequency indicators, which is a skill the examiner rewards and most

answers never show.

GS Paper 3: Indian economy and issues relating to planning, mobilisation of resources, growth, development

and employment; effects of liberalisation; monetary policy.

BACKGROUND AND CONTEXT

Two official assessments arrived together and agree with each other:

e The State of the Economy report, prepared by economists at the Reserve Bank of India and

published in the RBI Bulletin

¢ The Monthly Economic Review, published by the Department of Economic Affairs,

Ministry of Finance
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Both are read as leading indicators, ahead of the National Statistics Office release of the official GDP

estimate due early the following week.

THE ANALYSIS

The domestic picture, indicator by indicator

The strength of this evidence is that it is broad rather than deep. No single series is doing the work.

INDICATOR READING
E-way bill generation Firm
GST revenues Healthy

Passenger vehicle sales Strong

Tractor sales Strong

Two-wheeler sales Strong

Index of Industrial Up 5.8 per cent in the quarter, led

Production by manufacturing

Electricity demand Steady

Operating profits Improved in manufacturing and
services

Bank credit Brisk, across sectors

Non-oil exports Up 12.8 per cent in the first four
months

Central capital Up roughly 24 per cent in the

expenditure quarter

Monsoon and kharif Recovered

sowing

WHAT IT PROXIES

Goods movement, so real economic activity

rather than sentiment
Formal-sector transaction volume
Urban discretionary consumption

Rural demand and farm income

expectation
Mass-market and semi-urban consumption

Industrial output

Activity across industry and households

Corporate health

Both production (industry credit) and

consumption (retail loans)

External demand, less the oil price

distortion

Public investment

Farm output and rural demand ahead

Why economists watch these rather than waiting for GDP

Official GDP arrives with a lag of about two months and is revised repeatedly. High-frequency indicators

arrive weekly or monthly, come from administrative systems rather than surveys, and are hard to manipulate

because they are collected for other purposes. E-way bills exist to administer GST, not to measure the
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economy, which is exactly what makes them useful.

Their weakness is the mirror image: they capture the formal economy well and the informal
economy hardly at all. GST data, e-way bills and bank credit are all formal-sector series. India’s informal
sector employs the large majority of the workforce and is largely invisible in every indicator listed above. A

picture assembled from these series can be entirely accurate and still miss where most people work.

The tractor-and-two-wheeler point

The composition here deserves attention, because tractor and two-wheeler sales are rural and mass-
market indicators, not urban discretionary ones. In several recent years, Indian consumption recovery has
been top-heavy: premium cars and urban services recovering while entry-level two-wheelers stayed weak,

which is the signature of a K-shaped recovery.

Strength at the bottom of the distribution alongside strength at the top is a materially better signal than
headline consumption growth alone. The editorial does not press the point, but the composition is where the

good news actually is.

The risks, and their common feature

RISK CHARACTER

Geopolitical and trade uncertainty External, policy-insensitive

Supply-chain pressures External

Volatile energy prices External; India imports the large majority of its crude
Strengthening El Nino External and physical

Every listed risk originates outside the domestic policy perimeter. That is why the editorial’s conclusion is
calibration rather than stimulus or tightening. When strength is domestic and risk is external, the correct
posture is to preserve the buffers, which means fiscal space, reserves and inflation credibility, rather than to

spend the good news.

On El Nino, be precise

El Nino is the warm phase of the El Nino Southern Oscillation, an anomalous warming of the central
and eastern equatorial Pacific. It is statistically associated with below-normal Indian southwest
monsoon rainfall, though the relationship is a tendency and not a rule; several El Nino years have produced

normal monsoons.

The editorial notes a strengthening El Nino alongside a recovered monsoon in the current season. Both
can be true, and the significance is forward-looking: the risk being flagged is to the next monsoon and the

rabi season, not to the kharif crop already sown.
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The honest caveat on exports

Non-oil exports grew 12.8 per cent, and the editorial adds “perhaps aided by the currency’s depreciation.”
That qualifier is doing real work. Export growth from a weaker rupee is a price effect; export growth from
productivity, quality or market access is a competitiveness effect. Only the second is durable, and only the

second survives a currency reversal.

DATA AND INSTITUTIONS VAULT

PRELIMS-GRADE FACTS:

RBI’s August 2026 Monetary Policy Committee projected 7 per cent growth for Q1, in line with Crisil
and ICRA.

Index of Industrial Production up 5.8 per cent in the quarter, aided by manufacturing.
Non-oil exports up 12.8 per cent in the first four months of the year.
Central government capital expenditure up roughly 24 per cent in the quarter.

The State of the Economy report is prepared by RBI economists and carried in the RBI Bulletin; the
Monthly Economic Review is published by the Department of Economic Affairs, Ministry of
Finance.

GDP estimates are released by the National Statistics Office (NSO), under the Ministry of Statistics
and Programme Implementation.

The Monetary Policy Committee has six members: three from the RBI including the Governor as ex
officio Chairperson, and three appointed by the Central Government. In a tie, the Governor has a
casting vote.

The MPC’s statutory inflation target is 4 per cent CPI, with a tolerance band of plus or minus 2
percentage points, notified under the RBI Act, 1934 as amended in 2016.

The IIP base year is 2011-12; its three sectoral components are mining, manufacturing and
electricity, and manufacturing carries the largest weight.

E-way bills are required under GST for the movement of goods above a threshold value, generated
on the GST e-way bill portal.

El Nino is the warm phase of ENSO, involving warming of the central and eastern equatorial Pacific;
La Nina is the cool phase. India’s monsoon relationship with El Nino is a tendency, not a rule.

the IIP is a volume index of industrial production, not a measure of industrial GDP. It excludes
construction entirely, and it covers only the organised sector. Treating an IIP number as industrial growth

in the national accounts sense is a common and visible error.
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non-oil exports are reported separately precisely to strip out the crude-price effect, since India both
imports crude and exports refined petroleum products. Quoting total exports where the source says non-oil,

or the reverse, changes the meaning of the number.

THE DEBATE

For confidence: the evidence is broad-based rather than resting on one series; two independent official
assessments agree; rural indicators are strong alongside urban ones; and public capital expenditure at 24 per

cent growth is genuine investment rather than transfer spending.

For caution: every one of these is a formal-sector indicator, and the informal economy where most
Indians work is invisible in all of them; export growth may be a currency effect rather than a competitiveness

gain; and the entire risk list is external and therefore outside policy control.

The reconciliation, which is the editorial’s own: neither stimulus nor tightening, but calibration.
Preserve fiscal space and reserves precisely because the shocks that would require them are the ones you
cannot see coming. The economic review’s own line captures it: recent years have been a time for hunkering

down, and coming years will be no exception.

HOW TO THINK ABOUT THIS

The transferable frame: triangulate, and check what your indicators cannot see. No single series tells
you about an economy. Multiple independent series pointing the same way is strong evidence. But before
concluding, ask what the whole set systematically excludes. Here, every indicator listed is drawn from formal-

sector administrative data, so the picture is real and partial in the same specific way.

The second frame: separate the domestic from the external when deciding what policy should do.
If strength is domestic and risk is external, the right move is to preserve buffers. If weakness is domestic, the

right move is to act on it. Mixing the two produces stimulus applied to a shock that policy cannot reach.

WAY FORWARD

® preserve fiscal and external buffers rather than spending the upside, since the identified risks

are precisely the ones that require buffers when they land.

© publish informal-sector indicators at higher frequency, because the current dashboard
cannot see where most of the workforce is, and the recent contraction in unincorporated enterprises

shows why that matters.

(3] Distinguish price-driven from competitiveness-driven export growth in official

reporting, so that a currency effect is not read as a structural gain.
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o Prepare for monsoon risk in advance of the next season, with buffer stocks, sowing

advisories and contingency crop planning, since a strengthening El Nino is a forward risk rather

than a current one.

® Sustain public capital expenditure quality, not only its level, since 24 per cent growth in

spending is valuable only if the assets built carry a return.

PYQ LINKAGE AND PRACTICE

Connects to standing themes on growth and employment, monetary policy framework, and external
sector vulnerability. Practice question: “High-frequency indicators offer timeliness at the cost of coverage.

Examine their usefulness for macroeconomic policy in India, with reference to the informal sector.”

Source: Resilient, But the Risks Remain: Reading India's Q1 Momentum — Ujiyari.com | Free UPSC & State PCS
Editorial Analysis
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® KEY ARGUMENTS AT A GLANCE

The Indian Express argues that leading economic indicators,
corroborated by the Reserve Bank’s State of the Economy report
and the finance ministry’s monthly economic review, show India’s

underlying growth momentum holding up through the first
quarter and beyond, with broad-based strength in consumption,

industry, credit and public capital expenditure, but that the
outlook remains clouded by geopolitical and trade uncertainty,
supply-chain pressures, volatile energy prices and a strengthening
El Nino, which together call for a careful and calibrated policy
approach rather than a celebratory one.

v SUPPORTING

* The domestic evidence is unusually broad rather than resting on a single series, covering e-
way bill generation, GST revenues, passenger vehicle, tractor and two-wheeler sales, index of
industrial production up 5.8 per cent in the quarter, steady electricity demand, improved
operating profits in manufacturing and services, and brisk bank credit growth to both
industry and retail.

* The external account has held better than expected, with non-oil exports growing 12.8 per
cent in the first four months of the year, though the editorial notes this was perhaps aided

by the depreciation of the currency rather than by underlying competitiveness alone.

* The Reserve Bank projected 7 per cent growth for the first quarter at its August Monetary
Policy Committee meeting, in line with Crisil and ICRA, and growth may surprise on the
upside when the National Statistics Office releases its estimate, but the economic review
itself frames the coming years as a continued period of battening down the hatches.

‘4& MAINS ANSWER FRAMEWORK

QUESTION

India's high-frequency indicators point to resilient domestic demand even as external risks accumulate.
Examine the reliability of leading indicators as a basis for policy, and discuss what a calibrated approach

to macroeconomic management would involve in the current environment. (250 words)

& RELATED DAILY ARTICLES
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28 Aug  Current Affairs Today — August 28, 2026

28 Aug  Defence Export Rules Rewritten: OGEL Extended From 41...

28 Aug Jan Dhan at Twelve: 59.09 Crore Accounts, and the...

28 Aug  |IP Grows 6.7 Per Cent With Mining in Contraction, as...
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