
| IRAN WAR MAY SLOW OUTPUT AND RAISE INFLATION RISKS 

Moody's cuts India FY27 
growth forecast to 6% 
FE BUREAU 
New Delhi, April 5 

MOODY'S RATINGS HAS 

trimmed India’s growth outlook 
for the current fiscal year to 6% 
from 6.8% estimated earlier, 

flagging rising risks from the 
ongoing war in West Asia. 

It is to be noted that Gold- 
man Sachshasalsoturned more 
cautious, lowering its 2026 
forecast to 5.9% from 7% 
before the conflict. In contrast, 
S&P Global Ratings has takena 

more optimisticview, raising its 

projections by 40 basis points 
(bps) to 7.1% for FY27. The 
divergence reflects the high 
degree of uncertainty sur- 
rounding the duration and 

intensity of thecrisis. 
In its latest credit assess- 

ment reported by PTI, Moody’s 

pointed to India’s deep 
reliance on the region for 
energy supplies as a key vul- 

nerability. West Asia accounts 
for roughly 55% of the coun- 
try’s crude oil imports and 

morethan 90% ofits liquefied 
petroleum gas (LPG) needs. 
Any prolonged disruption, par- 

ticularly in LPG shipments, 
could translate into near-term 
shortages for households, 
pushing up cooking fuel and 
transport costs. The impact 

could also spill over into food 
prices, given India’s depen- 
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dence on imported fertilisers. 
While inflation remains 

within manageable levels for 

now,the risks are clearlyskewed 

upward. Moody’s expects con- 
sumer priceinflation to average 

4.8% in FY27,a sharp increase 
from 2.4% inthe previous year. 
The trajectory, however, will 

hinge on how long geopolitical 
tensions persist and how 

strongly higher global prices 

pass through to domestic fuel 
and food costs. 

Against this backdrop, the 

Reserve Bankof India is likely to 
tread cautiously. Moody’s 

believes policyrates could either 
remain unchanged or be raised 
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gradually over the course of the 

year, depending on evolving 
inflation dynamics. Fornow,the 
central bank faces the delicate 
task of balancing price stability 
with the need to support 

growth. The government, too, 
has acknowledged the down- 

side risks. Chief Economic Advi- 
sor V Anantha Nageswaran 
recently warnedthat earlier pro- 

jections of 7-7.4% growth may 
prove difficult to sustain if 
energy prices remain elevated. 

He alsoindicated that fiscal pri- 
orities may need to be recali- 
brated to cushion the most vul- 
nerablesections fromtheshock. 

Earlierthis month on March 

@ RBI may hold or gradually 
raise rates to balance 
inflation with growth support 

2, Nageswaran told the Parlia- 

ment’s Standing Committee on 
Finance that while the macro- 

economic impact onthe Indian 

economy of global crude oil 
prices of up to $90 per barrel is 

“almost insignificant or not rel- 
evant”, prices staying elevated at 
$130/bbl for 2-3 quarters could 

push upheadline retail inflation 
in 2026-27 to 5.5% and reduce 

GDP growthto 6.4%. 

Higher fuel prices could 
push up subsidy bills, while 

recent cutsin excise duties may 

dent revenues. At the same 
time, high input costs risk 

dampening consumption and 
squeezing corporate margins. 


