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'India has improved its fiscal credibiliryi
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Global rating flrm Fitch has
said.that India has irnproyed
its fiscal credibility. How-
ever, it cautioned on the
higher debt-to-GDp (Gniss
Domestic Product) ratio
compared with similar sov-
ereign rated counrries.

Indiahas'BBB minus' sov-
ereign rating with stable out-
lookfromFitch.

$g&W$*ffi @WY&ffiffiW" Global rating agency Fitch has given tsBB minus rating to lndia

FISCA.L CONSOLIDATION
"India has achieved or out-
performed its budget deficit
targets in the last few years
and is improving its fiscal
credibility. Its use ofa recent
central ban-k dividend to
lower its deficit target for
the fiscai year ending March
2025 'reinforces our view
that it prefers fiscal consol-
idation over additional
spending," the agency said in
its report on flscal consolid-
dtion in Asia-Pacific coun-
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tries. "Indiar.s defrcit atid in-
terest-to-revenue'and debt
ratios remain high compaied
wiih'BBB', category sor/er-
eign peers," it said.

S'MEMADE{trAENCE
Further, India has faced few
challenges financing its large
deficits, but '\,ve believe its
governrnent renains com-

mitted. to reducing the L,

budget deficit over t[e me-
dium term, even ari:id the
demands rhat governing in
coaiition wili impose on the
newly elected administra-
tion - and despire the gov-
ernment's sustalned focus
on supporting economic
growth through higher pub-
lic capex,"ir said. Firch high-

ligtrtecl tiriir India's adlrei-
eilce i.o the lrii;cai
Itesponsibiliry anci Budget
lVia;ragement Acr (Ftij}IiI),
effective since 2004, reducecl
tlle cerlt+l governinent's de-
ficit iii tire tiisr few years r*d
lndi:r r,r'as upgrrJcd t.r ir,-
vestffient grade in 2006 as a
rcsult.

I{owever, the Centre only

once met the Act's deficit
ceiling ofbelow 3 per cent of
CDP, just before the global
fi nancial crisis of 200B.

"The 3 per cent deficit ancl
60 per cent debt targets un-
der the FRBM no longer ap.
pear to be medium-term
fiscal anc.hors. Instead, in its
recent budger, thc govern-
ment signalled c desire to
shift to a medium-tenn.fo-
cus of putting debr on a
downward trend," Fitch
said.

DEST.T:O-&DP RATIO
The agenry has placed India
alongwith Japan and Malay-
sia where.it expecrs debt to
GDP ratio to f'ali between
2424and2026.

However, it will remain
well above the respeccive
sovereigir medians in 2026
inthese cases.

"Shocks that challenge
the fiscal consolidation
trend under our baseline
could put dovmward pres-
sure on the radng," it said.

, Pffi&SffiffiW{fi&The agency said tndials qse of a recent central bank dividend to
deficit target reinforces that it prefers fiscal consolidation over additional spending
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