UPBEAT Regardless of poll outcome, the agency sees continuity in reforms, fiscal pohcnes
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Taking note of the robust
growth and the rising quality
of government spending, S&P
Global Ratings on Wednesday
revised its outlgok on India’s
economy to ‘positive’ from
‘stable’.

However, it retained the
sovereign rating at ‘BBB
Minus’. The rating has been
BBB- since January 30, 2007
(when it was upgraded from
_BB+). It has been on BBB-/
stable since September- 26,
2014 (it was placed on negat-
ive outlook on April 25, 2012).
It is the first agency to revise
the outlook.

1in January, relying on a ro-
_ bust medium-term GDP
growth outlock and sound ex-
ternal finances, Fitch had af-
firmed India’s sovereignrating
at ‘BBB-Minus’ with stable
outlook. ‘BBB-Minus’ is the
lowest investment grade rat-
ingoffered.

RATINGUPGRADE

The change in outlook means

there is a possibility of rating
upgradeinthe nexttwoyears.
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© Robust economic growth,

pronounced improvement in

" the quality of government
spending, political
commitment to fiscal
consolidation

© Growth dynamics to continue to play outin the
medium term, with GDP expanding close to 7%
“annually over the next three years

© Improvements in infrastructure and conhectivity in
India will remove chokepoints

© Government deficit seen dipping to 6.8% of GDP by

FY28 from 7.9% in FY25

In a statement, S&P Global
Ratings said: “The positive
outlook reflects our view that
continued policy stability,
deepening economic reforms
and high infrastructure invest-
ment will sustain long-term
growth prospects. That, along
with cautious fiscal and mon-
etary policy that' diminishes
the government’s elevated
debtand interestburdenwhile
bolstering economic resili-
ence, couldlead toahigherrat-
ingover the next 24 months.”

On the prospect of an up-

grade, the agency said that it

might raise ratings if India‘s
fiscal deficit narrows mean-
ingfully to the extent that the
net change in general govern-
ment debt falls below 7 per -
cent of GDP on a structural
basis.

However, the agency could

_ revise the outlook to ‘stable’ if

it observes an erosion of polit-
ical commitment to maintain
sustainable public finances
which, in turn, signifiesaweak-
ening of the country’s institu-
tional capacity. “If the current
account deficit widens materi-
ally to weaken India‘s external

posmon such that the country
becomesanarrownet external
debtor, we could also revise
the outlook to stable,” the S&P
said:

Commenting on the up-
grade, Achala Jethmalani, Eco-
nomist with RBL Bank, said
while S&P Global mentioned
that India‘s weak fiscal set-
tings had always been the most
vulnerable partofitssovereign
ratings profile, thisweak linkis
now becoming the strongest,
inasmuch as moving positively
towards getting India its long
due sovereign ratingupgrade.

_OUTLOOK ONBANKS

S&P Global alsorevised itsrat-
ing outlook on six Indian
banks to positive from stable.
Thisfollowsasimilaractionon
the sovereign (BBB-/Positive/
A-3). The global agency af-
firmed its ‘BBB- long-term
and ‘A-3’ short-term ratings on
Axis Bank, ICICI Bank, State
Bankof India, HDFC BankLtd,
Kotak Mahindra Bank and In-
dian Bank.

Similarly, the rating outlook
for EXIM Bank, NTPC, Oiland

Natural Gas Corp Ltd, and
- Power Grid Corp of India was
‘ revised to positive from stable.




