MACROECONOMIC EFFECTS OF WAR

West Asia Conflict puts India’s
FY27 Growth Outlook at Risk

Economists see up to
60-bps hit as crude
costs, supply hiccups
hinder industry

Anoushka Sawhney

New Delhi: India’s economic outlo-
ok is under increasing pressure from
the West Asia conflict, with econo-
mists warning of a 50-60 basis point
hit to FY27 growth. Elevated crude
prices, supply disruptions and rising
commodity costsare weighingon the
counfry’s macroeconomic stability,
with sectorssuchas Chem]m]< steel,
cement, textiles, i
nes, processed food, husmrnl
fertilisers expected to be among the
worst affected

Ratings agency Icra has lowered
its FY27 growth forecast to 6.
from 7.1%, assumingaverage crude
price of $85 per barrel in the year
against an earlier estimate of $70
75. HDFC Bank has revised its pro
jection to 6.5-7% from 7.2%, while

Gulf conflict poses downside
risk to FY27 growth outiook
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IDFC First Bank brought it down to
6.9-7% from 7.5%.

“Prolonged West Asia crisis could
impact the Indian economy thro-
ugh multiple channels,” said Raja-
ni Sinha, chief economist at Care-
Edge Ratings, adding if global cru-
de prices average $100 per barrel,
GDP growth could moderate to6.6%
inFY27.

India imports more than85% of its
crude oil requirements, with about
half of it coming from the Gulf re-
gion, passing through the Strait of
Hormuz, where vessel traffic is se-
verely disrupted due to the war.

While a shortterm disruption
may have limited effects, econo-
mists warn that a sustained escala
tion could significantly alter Indi-
a’s growth and inflation trajectory
in FY27. The Organisation for Eco-
nomic Cooperation and Develop-
ment (OECD) on Thursday lowered
India's FY27 growth forecast to6.1%
from 6.2%, citing global uncertain
ty. Official estimates peg India's
FY26 gross domestic product (GDP)
growthat 7.6%

Aastha Gudwani, India chief eco-
nomist at Barclays, said if markets
anticipate supply disruptions las.
ting four to six weeks, Brent crude
could riseto $100 per barrel.




