UN cuts India’s 2023 growth forecast t05.8%

NIKESH SINGH
New Delhi, 25 January

The United Nations on
Wednesday pared down
India’s growth forecast by
20 basis points to 5.8 per cent
for 2023 calendar year, citing
higher interest rates and risks
of recession in the developed
world weighing on investment
and exports.

“Economic growth in India
is projected to moderate in
2023, with higher interest
rates weighing on investment
and slower global growth
weakening exports,” it said
in its latest World Economic
Situation and Prospects
report.

The report has projected

cent and the world economy
to grow at 1.9 per cent in 2023.
“Global trade has softened due
to tapering demand for con-
sumer goods, the protracted
war in Ukraine and continued
supply chain challenges,” the
report said.

For fiscal year 2023-24,
however, the agency kept its
growth forecast unchanged
for India at 6 per cent.

United Nations Secretary-
General Antonio Guterres cau-
tioned that the fiscal space of
developing countries was
under siege from exchange
rate depreciation, high bor-
rowing costs, and rising debt
distress. However, he argued
against fiscal austerity. “This
is not the time for short-term
thinking or knee-jerk fiscal
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austerity that exacerbates
inequality, increases suffering
and could put the SDGs
farther out of reach,” he said.

The report projected
India’s retail inflation to decel-
erate to 5.5 per cent in 2023

from 7.1 per cent in 2022 as

global commodity prices
moderate and slower currency
depreciation eases imported
inflation.

The report said the Reserve
Bank of India (RBI) began
monetary tightening later
than most advanced econ-

omies in the second quarter of
2022. “As the (South Asia)
region’s central banks prior-
itise bringing down inflation
and keeping consumer infla-
tion expectations anchored,
further interest rate increases
are expected in 2023,” it said.
The UN said higher inter-
est rates were leading to
higher debt-servicing costs for
developing countries. “In
India, the additional interest
payments would amount to
8.7 per cent of total govern-
ment expenditures,” it said.
Among the large econ-
omies, according to the report,
the unemployment rate
dropped to a four-year low of
6.4 per cent in India, as the
economy added jobs both in
urban and rural areas in 2022.




