‘Govtneedstofocus
onimproving
investment climate’

S&P Global Ratings expects the fading economic reopening momentum in India and
tight monetary policy to restrain domestic demand growth this year. However, it is
more optimistic about the next financial year as it expects the rate cut cycle by the
central bank to begin early in 2024. In an email interview with Asit Ranjan Mishra,
Asia-Pacific Chief Economist of S&P Global Ratings, LOUIS KULIS, charts the key reforms
India needs ahead of the general elections next year. Edited excerpts:

Many agencies
haveraised
their growth
forecast for
Indiato above
6 per cent for
FY24, after the
more-than-
expected
growth rate of
7.2percentin FY23. Why did S&P
stick to six per cent for FY24?

We expect slower global growth to
weigh on external demand this fiscal
year.Inaddition, fadingeconomic
reopening momentum and tight
monetary policy will restrain
domesticdemand growth this year.In
thisenvironment, we expect about 6
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consolidation isslower than among
mostregional peers. Spendingon
capexisakey priority and isunlikely
tobedialed back. Public capex
spendingisset to grow strongly again
inFY24. Revenue performance has
beenimproving over the past two
fiscal years, which can partially offset
spending.

India’s services exports have been
robustin FY23. Do you see them
getting impacted by global
uncertainties in FY24?

Services exports are likely toremain
resilient thisyear astourismand
travel improve. However, weaker
global growth islikely torestrain
growthinoverall trade and sections of
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Whatare the key economic reforms
that the government needs to focus
on from now till the general
elections?

The mostimportant reforms are
measures toimprove the investment
climate and the quality of public
services. Investmentin
manufacturing would benefit from
reforms ofland acquisition and
labourlegislation. Investmentin
education andjudiciary
infrastructure remains akey priority,
asisimprovingaccountability in
publiceducation. Further progress on
privatisation toreduce the public
sector footprint isanother potential
reform area.

Doyouexpectafiscal slippage in
FY24 ahead of general elections next
year when governments usually
spend more than usual?
Thegovernmenthascharteda
gradual fiscal consolidation path
following stimulus from the
pandemic. The pace of fiscal

linked incentive scheme may be
beneficial in attracting
manufacturingactivity and
establishing manufacturing supply
chains. Thiscan help
competitiveness. Over alonger
horizon, production incentives will
need tobe supplemented by the
ongoingstructural reform effortsto
increase competitiveness.

Do you think India will benefit from
effortslike friend-shoring and
Western firms de-risking their
investments from China? What does
Indianeed to doto attract more
foreigninvestment?

Foreign directinvestment (FDI)
inflows have been mixed with asharp
decline over FY2023 amid rising
globalinterest rates. This followed
strong FDIinflow growth over FY20
and FY21, and flat growth in FY22.
Broad economic conditionsand
competitiveness will be important
driversofthe foreign direct
investment outlook.




