
                              Insights Mindmaps 
 

www.insightsonindia.com  Page 1                                                      www.insightsias.com  

General Studies-3; Topic:  Indian Economy and issues relating to planning, mobilization of 
resources, growth, development and employment.  

IMF's India's Growth Forecast 

1) Introduction 

• The International Monetary Fund cut its estimate for India’s growth this year to 6.1% from 7% 
projected in July. 

• The growth to pick up to 7% in 2020, the IMF said in its latest World Economic Outlook. 

• It said the downward revision reflected a weaker-than-expected outlook for domestic demand. 

• Most agencies like RBI, World Bank, Asian Development Bank and Moody’s Investors Service have 
also lowered its growth forecast for India. 

2) Key Highlights 

• India suffered the sharpest cut, next only to Saudi Arabia. 

• The world economy is expected to grow by 3%, marginally lower than 3.2% projected in July. 

• Growth continues to be weakened by rising trade barriers and increasing geopolitical tensions. 

• The US-China trade tensions will cumulatively reduce the level of global GDP by 0.8% by 2020. 

• Country-specific factors in several emerging market economies —such as low productivity growth 
and aging demographics in advanced economies. 

• In India, the economy grew at its slowest pace in six years at 5% in the June quarter. 

• In India, growth has softened on the back of corporate and environmental regulatory uncertainty 
with concerns about the health of the nonbank financial sector. 

• Sector-specific weaknesses in the automobile sector and real estate sector. 

• The Indian economy is battling a severe demand slowdown and liquidity crunch. 

• Growth in private consumption expenditure slumped. 

3) Concerns / Challenges 

• Main policy challenge for the country is to address the sources of softening private consumption 
and the structural factors behind weak investment. 

• External shocks that result in tighter global financing conditions. 

• New NBFC defaults triggering a fresh round of financial sector stress. 

4) Recommendations 

• Using monetary policy and broad-based structural reforms to address cyclical weakness and 
strengthen confidence. 

• A credible fiscal consolidation path is needed to lower India’s elevated public debt over the medium 
term. 

• Subsidy rationalisation and tax-base enhancing measures, along with land and labour reforms. 

• Land reforms should be enhanced to encourage and expedite infrastructure development 

• Governance of public sector banks and the efficiency of their credit allocation needs strengthening. 

• Public sector’s role in the financial system needs to be reduced. 

• Reforms to hiring and dismissal regulations would help incentivise job creation and absorb the 
country’s large demographic dividend. 

• Government programmes to support rural consumption. 
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• Put more money in the hands of consumers, especially those in the rural hinterland, to reinvigorate 
demand. 

• Restoring the health of the financial sector through reforms of public sector banks' governance and 
a gradual strengthening of the regulatory framework for NBFCs. 

• Require efforts to contain fiscal slippages, as higher-than-expected public borrowings could put 
upward pressure on interest rates and potentially crowd-out the private sector 
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