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THE CENTRE'S DEBT-TO- %%

GDPratioin 2026-27 maybe
teduced by one percentage
point to nearly 55.1%, s1g-
nalling a structural shift in

India’s fiscal policy framework.

A Totte- percentage point
reduction in the debt ratio
would translate into a fiscal
deficit of around 4.2% of GDP
in FY27, compared with the
budgeted 4.4%inF¥Y26.

" The debt ratio, rather than
thefiscal deficit alone, is emerg-
ing as the primary anchor of
‘medium-term fiscal manage-
ment, with the deficit continu-
ingtoserveasanoperationaltool
toachieve the broader objective
of sustainable publicdebt.

However, these projections
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maybe subjecttorevisionasthe
government is set to unveil a
new GDP series later next
month, which could alter the
underl)nngmacroecononnccal-
culations.Inaddition, the Centre

is expected to factor in the rec--
- ommendations of the 16th

Finance Commission on the
‘appropriatedebt- GDPtIa;ectory: :

forthe fiveyearsending FY31.
.~ The government’s own esti-
matesalready pointtoagradual

consolidation. Central govern-

ment debtispegged at56.1%of
GDP in the 2025-26 Budget
Estimates,down from 57.1%in

2024-25. Under thenew fiscal
architecture’ announced inthe
2025 Budget, the Centre has
committed to ensuring that
annual fiscal deficits are cali-
brated so that the debt-to-GDP
ratio followsasteadydownward
‘path, mtendmg toreacharound

50%,plus orminusone percent~

agepoint,by March 31,2031;
The central objective now

year deficit target but to
ensure a consistentand ‘cred-
ible decline’i in debt overtime,

This will require’a flexible
approach to, consohdatlon =

' condltlons warrant
supporuve spending.”

- Economists: have. broadly‘ ~
endo ,ed the approach. NR
Bhariumurthy, director of the '
MadrasSchool of Economics,
said the government should
adheretothe debt-to- -GDPpath
announced in Budget 2025, It
manageda4 A% fiscal deficitin
FY26 despite difficulties; so

‘next year, 4% fiscal deﬁc1t isa |

doable thing; he noted, T

ICRA Chief Economist Aditi
Nayar expectsamild reduction
of about one percentage point
in the debt ratio, alongside a
fiscal deficit of 4.3% of GDPin
the upcoming Budget.

.- India Ratings projects the
debt-GDP ratio at 56.3% in
FY26, easing to 55. 5% in
FY27, with the fiscal deficit
narrowing to 4.1%,

_ On the borrowing front,

‘ -India Ratings estimates gross :
isnot merelytomeetasingle- .

and net market borrowmgs of
¥16.14 lakh crore and 310.6

- lakh crore, respectively, in
- FY27, compared with a net
'-borrqwmg of ¥11.54 lakh
‘crore budgeted for FY26.




