CAD may narrow to below 2% of GDPin FY24: CEA
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India’s current account deficit (CAD)is
expected to narrow to below 2 per cent
of gross domestic product (GDP) in
202324 andislessofachallengetothe
economy now, said India’s Chief
Economic Advisor V Anantha
Nageswaran on Thursday.

This comes after CAD for the first
three quarters of 2022-23 (FY23) stood
at2.7 per cent of GDP, following
negative net terms of trade offthe back
of elevated crude oil prices and higher
importsasaconsequence of strong
domesticdemand recovery.

Nageswaran added that the country
wasalsowell covered in dealingwith
the possibleimpact of EI1Nifio on the
monsoon as regards handling its
impacton output and prices. This
comes nearly aweek after Reserve
BankofIndia (RBI) Governor
Shaktikanta Das cited the intensity of
ElNifno’simpact as one of the concerns
that may pose risks to the country’s
growth outlook. “The currentaccount
balance, whichwasaconcernatthe

beginning of FY23 because of oil prices
going higherin April-May last year and
higher food and fertiliser prices, has
now stabilized. We expect CAD tobe
lessthan 2 per cent of GDPduringthe
current fiscal year. Which meansthe
financing of the currentaccountisless
ofachallenge,” said Nageswaran,
addressingaFederation of Indian
Chambers of Commerce & Industry
meetingin Chennai.

Accordingtothe databytheRBI,
CADhadrisento2.7 percentof GDPin
April-December 2022, from1.1 per
centin April-December2021,
followingasharpincreasein
merchandise trade deficit. Duringthe
third quarter, it wasseen at 2.2 per cent,
compared with 3.7 per centin the
second quarter.

Nageswaran believed that the
country and its agricultural sector
wouldbeable totide over any E1Nifio
impacton the economy. The EINifio
developing in the Pacific
Oceanislikely topose arisk
tothe monsooninIndia,
with experts citing an effect
ontheagricultural sector.
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