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EXECUTIVE SUMMARY

Real GDP grows by 6.5% y/y in FY25 as per PE, slightly higher than market consensus on jubilant private consumption and resurgent government capex

Growth was presaged on healthy PFCE, which surged by 7.2%, well above 5.6% growth seen in FY24. This is in line with indicators which showed buoyancy in airport footfalls, services PMI, 
and UPI transaction volume in FY25. Growth went beyond just one engine, with a continuation in GFCF growth on a high base auguring well for the economy, especially in light of 
underperformance in 9MFY25 and moderation in private capex intent. Growth in GFCE sharply slowed down to 2.3% from 8.1% seen in FY24, indicating that pandemic era largesse is now 
firmly in check despite increased allocations towards select schemes in the Union Budget. 

Real GVA for FY25 expands by 6.4% y/y helped by outperformance in construction and select services

Services GVA surged ahead by 7.2%, faster than headline GVA for the third consecutive fiscal. Public administration, defence, and other services jumped by 8.9%, the highest pace of growth 
in 8 years. Fair momentum was seen in financial services too, with banks headed towards another year of record profits, even as a high base limited their growth. Industry GVA sharply 
slowed to 5.9% from 10.8% in FY24, largely attributable to manufacturing sluggishness – which was evident from disappointing IIP numbers coming out. A positive surprise was delivered by 
construction, which continued to grow handsomely (at 9.4%) despite being on a high base of the past three years. Even as the share of agriculture in GVA continues to decline secularly from 
18.5% in FY12 to 14.4% in FY25, it posted a decent 4.6% helped by excellent food crop production. 

Q4FY25 GDP delivers a bonanza with lead over GVA helped by sharp reduction in subsidy payments

By far the biggest surprise was Q4FY25 GDP shooting up by 7.4% y/y, well above expectations of 6.7%, with Q3 numbers also being revised upwards. GVA growth was more sombre at 6.8% 
in the same period. The vast difference between the two may be contributed by a 12.7% growth in net taxes as sharp rise in taxes (gross GST revenues rose by 9.4% y/y in FY25) was met 
with tepidity in subsidy payouts (indicated by degrowth in GFCE by 1.8%). The drivers for growth in Q4FY25 were vibrant construction activity, sharp rise in GFCF (up 9.4% y/y in real terms, 
highest growth since Q2FY24), and a precipitous decline in imports helped by low crude prices. The momentum in quarterly augurs well for the future. 

India ready to be the fastest growing major economy for yet another year in FY26 as holistic fiscal and monetary stimulus sustain multiple growth pistons

FY26 could see PFCE rise helped by a much-needed tax break given to the middle class. Rural prosperity would be helped by an above-normal rainfall though the spatial and temporal 
distribution could play a role like they did in Q2FY24. Limp commodity prices will help keep external balances in check, with hefty forex reserves and efficient management standing guard in 
any case. The exceptional monetary space afforded by the RBI in light of controlled inflation must continue to quench investment needs. The same would also be important in efficient in 
transmitting the 2-3 rate cuts likely from the RBI, as well as steepness of the yield curve. A deterioration in growth outlook could push the RBI towards the 3rd cut

Some haziness on the horizon from global factors likely to curb FY26 growth below FY25 level

Economics being a dismal science, it is customary to end on a word of caution. While domestic drivers appear infallible in FY26, global clouds are dark. Uncertainty over tariffs is keeping 
commodity markets on their toes, pushing off already fickle private capex intent (with NSO expecting 26% lower level in FY26 vs. FY25). The art and science of the deal being yet unknown, 
there could be a stiff challenge to exports, especially if the US sinks into slowdown. The IT sector is already murmuring with discontent. Nevertheless, we believe that real GDP growth in 
FY26 will hold at 6.2% y/y. Nominal GDP will remain challenged in FY26 as inflation sinks, and we expect a 9% y/y figure to register
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FY25 GDP GROWTH BROADLY IN LINE, FY24 REVISED UPWARDS

ANNUAL REAL GDP (Y/Y) ANNUAL REAL GVA (Y/Y)

ANNUAL NOMINAL GDP (Y/Y)

• Real GDP grew 6.5% y/y in FY25, while real GVA grew 6.4% y/y in FY25P, unrevised 
from previous estimate. Historical numbers saw an upward revision with 100 bps 
spike in FY24 growth.

• Services continue to drive GVA growth in FY25, garnering ~55% share, amidst 
broad-based expansion as financial services and defence end FY25 on a strong note

• We believe that real GDP growth in FY26 will hold at 6.2% y/y. Nominal GDP will 
remain challenged in FY26 as inflation sinks, and we expect a 9% y/y figure to 
register
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CONSTRUCTING SUCCESS AND FARMING PROGRESS IN Q4FY25

REAL GVA SECTORAL BREAK UP

QUARTERLY REAL AND NOMINAL GVA (% Y/Y)

• Strong construction growth trajectory and upward revisions in Q3FY25 led to a 
fine growth in industry GVA in FY25, despite tepid manufacturing

• Upward revision to agriculture GVA in Q3FY25 by 100bps was driven by strong 
winter harvest. Expectations of normal monsoon bodes well for the sector.
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Real GVA Nominal GVA

Change (% y/y) Q4FY25 Q3FY25 Q2FY25 Q1FY25 Q4FY24 Q3FY24 Q2FY24 Q1FY24 Q4FY23

GVA 6.8 6.5 5.8 6.5 7.3 8.0 9.2 9.9 6.6

Agriculture and allied 5.4 6.6 4.1 1.5 0.9 1.5 3.7 5.7 9.4

Industry 6.5 4.8 3.8 8.5 9.5 11.8 15.1 7.3 3.8

Mining and quarrying 2.5 1.3 -0.4 6.6 0.8 4.7 4.1 4.1 4.6

Manufacturing 4.8 3.6 2.2 7.6 11.3 14.0 17.0 7.3 1.5

Electricity, gas & water supply 5.4 5.1 3.0 10.2 8.8 10.1 11.7 4.1 8.6

Construction 10.8 7.9 8.4 10.1 8.7 10.0 14.6 9.2 7.1

Services 7.3 7.4 7.2 6.8 7.8 8.3 7.5 12.5 7.6

Trade, hotel, transport & comm. 6.0 6.7 6.1 5.4 6.2 8.0 5.4 11.0 7.5

Finance, real estate and prof serv. 7.8 7.1 7.2 6.6 9.0 8.4 8.3 15.0 10.9

Public admin., defence & Other svcs 8.7 8.9 8.9 9.0 8.7 8.4 8.9 9.3 2.5
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RESURGENT GOVERNMENT CAPEX AND SUSTAINED PFCE GROWTH STEAL THE SHOW

REAL EXPENDITURE COMPONENTS

QUARTERLY REAL AND NOMINAL GDP (% Y/Y)

• Q4FY24 and Q3FY25 numbers were revised upwards, reflective of strong growth 
momentum

• PFCE’s strong growth was underpinned by rural demand, while Union spending on 
roads, defence and ports boosted GFCF, as private capex remained patchy

• GFCE tapered down in Q4FY25, with shrinking subsidy bill, while global trade 
tensions and low crude prices weighed on discretionary imports
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Real GDP Nominal GDP

Change (% y/y) Q4FY25 Q3FY25 Q2FY25 Q1FY25 Q4FY24 Q3FY24 Q2FY24 Q1FY24 Q4FY23

GDP 7.4 6.4 5.6 6.5 8.4 9.5 9.3 9.7 6.9

Private final consumption exp. (PFCE) 6.0 8.1 6.4 8.3 6.2 5.7 3.0 7.4 2.1

Govt. final consumption exp. (GFCE) -1.8 9.3 4.3 -0.3 6.6 2.3 20.1 5.3 9.0

Gross capital formation (GCF) 7.8 4.9 7.7 6.2 9.1 12.4 11.9 8.9 5.3

Gross fixed capital formation (GFCF) 9.4 5.2 6.7 6.7 6.0 9.3 11.7 8.4 5.6

Exports 3.9 10.8 3.0 8.3 7.7 3.0 4.6 -7.0 9.4

Imports -12.7 -2.1 1.0 -1.6 11.4 11.3 14.3 18.0 -1.8
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TRENDS IN HIGH FREQUENCY INDICATORS SUGGEST PICKUP IN Q4

ELECTRICITY SUPPLY 

DIESEL CONSUMPTION FASTAG COLLECTIONS CV RETAIL SALES 

FINISHED STEEL CONSUMPTION

Note: All charts show y/y 
growth in quarterly values
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IMPROVING TREND SELECTIVE IN THE NEW FISCAL

INDICATOR MAY'24 JUN'24 JUL'24 AUG'24 SEP'24 OCT'24 NOV'24 DEC'24 JAN'25 FEB'25 MAR'25 APR'25

INDUSTRY

Manufacturing PMI 57.5 58.3 58.1 57.5 56.5 57.5 56.5 56.4 57.7 56.3 58.1 58.2

IIP (%y/y) 6.3% 4.9% 5.0% 0.0% 3.2% 3.7% 5.0% 3.7% 5.2% 2.7% 3.9% 2.7%

Eight Core (%y/y) 6.9% 5.0% 6.3% -1.5% 2.4% 3.8% 5.8% 5.1% 5.1% 3.4% 4.6% 0.5%

Finished Steel Consumption (%y/y) 13.5% 19.5% 14.4% 10.0% 11.8% 8.9% 9.5% 5.2% 10.9% 10.9% 13.6% 4.6%

2W Retail Sales (%y/y) 2.5% 4.7% 17.5% 6.3% -8.5% 37.0% 16.4% -17.4% 4.2% -6.0% -1.4% 2.6%

PV Retail Sales (%y/y) -1.0% -6.8% 14.0% -4.5% -18.8% 36.5% -10.7% 0.2% 15.5% -8.1% 8.8% 4.4%

SERVICES/CONSUMPTION

Services PMI 60.2 60.5 60.3 60.9 57.7 58.5 58.4 59.3 56.5 59 58.5 58.7

Petrol Consumption (%y/y) 3.4% 4.6% 10.5% 8.6% 3.0% 8.7% 9.6% 11.1% 6.7% 5.0% 5.7% 4.6%

Diesel Consumption (%y/y) 2.4% 1.0% 4.5% -2.5% -1.9% 0.1% 8.5% 5.9% 4.2% -1.3% 0.9% 4.0%

Railway Freight Volume (%y/y) 3.8% 10.1% 4.6% -3.3% 6.0% 1.4% 1.4% 1.7% 0.0% -3.0% 4.1% 5.2%

Port Cargo Volume (%y/y) 3.7% 6.8% 6.0% 6.7% 5.9% -3.4% -5.0% 3.4% 6.2% 7.4% 13.3% 7.0%

Electricity supply (% y/y) 15.2% 9.0% 8.3% -4.7% 0.4% 0.8% 3.8% 5.2% 2.3% -0.7% 6.4% 1.6%

Total Airport Footfall (%y/y) 8.3% 7.7% 7.8% 7.5% 8.1% 9.8% 13.2% 10.5% 13.5% 11.2% 9.3% -0.3%

Fastag revenues (%y/y) 8.7% 11.2% 12.0% 8.4% 10.4% 10.4% 14.5% 13.3% 19.0% 18.3% 14.5% 21.6%

UPI transactions (%y/y) 37.3% 36.0% 34.6% 30.7% 30.7% 37.0% 23.9% 27.5% 27.5% 20.2% 25.2% 21.9%

GST Revenues (%y/y) 10.0% 7.6% 10.3% 10.0% 6.5% 8.9% 8.5% 7.3% 12.3% 9.1% 9.9% 12.6%
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views and opinions expressed in this Report or in connection with the use of this Report.

Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian securities 
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The projections and forecasts described in this Report should be carefully evaluated as these:
1. Are based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies.
2. Can be expected that some of the estimates on which these were based, will not materialize or will vary significantly from actual results, and such variances may increase over time.
3. Are not prepared with a view towards compliance with published guidelines or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of 

assurance on these.
4. Should not be regarded, by mere inclusion in this Report, as a representation or warranty by or on behalf of SBICAPS the authors of this Report, or any other person, that these or their underlying 

assumptions will be achieved.

This Report is for information purposes only and SBICAPS or its Group Entities accept no liabilities for any loss or damage of any kind arising out of the use of this Report. Though disseminated to recipients 
simultaneously, not all recipients may receive this Report at the same time. SBICAPS will not treat recipients as clients by virtue of their receiving this Report. It should not be construed as an offer to sell or 
solicitation of an offer to buy, purchase or subscribe to any securities. This Report shall not form the basis of or be relied upon in connection with any contract or commitment, whatsoever. This Report does 
not solicit any action based on the material contained herein.

It does not constitute a personal recommendation and does not take into account the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who 
may receive this document. The securities discussed in this Report may not be suitable for all the investors. SBICAPS does not provide legal, accounting or tax advice to its clients and you should 
independently evaluate the suitability of this Report and all investors are strongly advised to seek professional consultation regarding any potential investment.

Certain transactions including those involving futures, options and other derivatives as well as non-investment grade securities give rise to substantial risk and are not suitable for all investors. Foreign 
currency denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment.

The price, value and income of the investments referred to in this Report may fluctuate and investors may realize losses on any investments. Past performance is not a guide for future performance. Actual 
results may differ materially from those set forth in projections. SBICAPS has reviewed the Report and, the current or historical information included here is believed to be reliable, the accuracy and 
completeness of which is not guaranteed. SBICAPS does not have any obligation to update the information discussed in this Report.

The opinions expressed in this Report are subject to change without notice and SBICAPS or its Group Entities have no obligation to tell the clients when opinions or information in this Report change. This 
Report has not been approved and will not or may not be reviewed or approved by any statutory or regulatory authority in India, United Kingdom or Singapore or by any Stock Exchange in India, United 
Kingdom or Singapore. This Report may not be all inclusive and may not contain all the information that the recipient may consider material.

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this Report are organized may have 
restrictions on investments, voting rights or dealings in securities by nationals of other countries. Distributing/taking/sending/ dispatching/transmitting this document in certain foreign jurisdictions may be 
restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. Failure to comply with this restriction may constitute a 
violation of laws in that jurisdiction.
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Legal Entity Disclosure Singapore: 
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particular needs of any particular person. Advice should be sought from a financial adviser regarding the suitability of the investment product, taking into account the specific investment objectives, 
financial situation or particular needs of any person in receipt of the recommendation, before the person makes a commitment to purchase the investment product.

This Report is distributed in Singapore by State Bank of India, Singapore Branch (Singapore Registration No. S77FC2670D). State Bank of India, Singapore Branch is a bank, an Exempt Capital Markets 
Services Entity and Exempt Financial Adviser regulated by the Monetary Authority of Singapore. This Report is not intended to be distributed directly or indirectly to any other class of persons other than 
persons who qualify as Institutional Investors, Expert Investors or Accredited Investors (other than individuals) [ collectively “Intended class of Persons”] as defined in section 4A(1) of the Securities and 
Futures Act2001. Persons in Singapore should contact State Bank of India, Singapore Branch in respect of any matters arising from, or in connection with this Report via email at rmmb@sbising.com or by 
call at +65 6506 4246. 

Section 45 of the Financial Advisers Act 2001 provides that when sending a circular or other written communication in which a recommendation is made in respect of securities, a financial adviser is 
required to include a concise statement, in equally legible type, of the nature of any interest in, or any interest in the acquisition or disposal of, those securities that it or an associated or connected person 
has at the date on which the circular or other communication is sent. Such circular or written communication must be retained by the financial adviser for five (5) years. 

Under Regulation 35 of the Financial Advisers Regulations, State Bank of India, Singapore Branch is exempted from compliance with section 45 of the Financial Advisers Act 2001 and is not required to 
include such a statement of interest in securities in any written recommendation or document that State Bank of India, Singapore Branch may send to the Intended class of Persons. The Intended class of 
Persons are therefore not protected by the requirements of section 45 of the Financial Advisers Act 2001 if no disclosure is made of any interest that State Bank of India, Singapore Branch or any associated 
or connected person may have in the securities that State Bank of India, Singapore Branch may recommend in such document. 

For the avoidance of doubt, State Bank of India, Singapore Branch emphasizes that this Report is for informational purposes only, and that neither State Bank of India, Singapore Branch, SBICAPS, SBICAPS’ 
Associates nor the Analysts accept any liability for any loss or damage of any kind arising out of or caused by any use or reliance on this Report.

Legal Entity Disclosure Abu Dhabi:

SBI Capital Markets Limited, based in Abu Dhabi Global Market, is authorised and regulated by the Financial Services Regulatory Authority (FSRA). This document is directed at Professional Clients and not 
Retail Clients. Any other persons in receipt of this document must not rely upon or otherwise act upon it.
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