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Overview

General information  Most important sectors (% of GDP, 2009)
Capital: New Delhi Services: 55 %
Government type: Federal republic Industry: 28 %
Currency: Indian rupee (INR) Agriculture: 17 %    
Population: 1.2 billion 
Status: Lower middle income country  
 (GDP/capita: US-$ 1,104 in 2010)

Main import sources (2009, % of total) Main export markets (2009, % of total)
China:  10.0 % USA:  11.8 %
USA:   7.8 % UAE: 10.5 %
Saudi Arabia: 7.3 % China: 5.6 %
UAE:  6.1 % Singapore: 4.9 %

Main expenses of foreign exchange  

Import of petroleum products (32 %), electronics (10 %), capital goods (11 %), gold & silver (9 %), machinery 8 %) 

Main sources of foreign exchange
  
Engineering products (21 %), textiles (15 %), gems (15 %), petroleum products (12 %)
 

Key indicators

2007 2008 2009 2010* 2011*

GDP (US-$ million) 1,142,338 1,281,330 1,287,292 1,587,292 1,819,929

Real GDP growth (%) 9.1 5.1 7.7 8.0 8.1

GDP per capita (US-$) 1,011 1,116 1,104 1,341 1,514

Inflation p.a. (%) 6.4 8.3 10.9 11.4 5.9

Fiscal balance (% of GDP) -2.7 -6.0 -6.5 -5.5 -5.2

Total foreign debt (US-$ million) 149,154 230,611 221,279 231,612 246,026

Foreign debt/GDP (%) 13 18 17 15 14

Foreign debt/XGS (%) 59 71 81 70 65

Short-term debt/inter. reserves (%) 5 18 17 18 19

Debt service ratio (%) 13 14 30 22 22

Current account balance (US-$ m.)  -10,877 -28,639 -21,987 -27,041 -39,154

Current account/GDP (%) -1.0 -2.2 -1.7 -1.7 -2.2

Nom. exchange rate to US-$ (average) 41.3 44.0 48.0 46.0 46.0

International reserves (US-$ million) 266,988 247,419 265,182 291,559 316,619

In months of merchandise imports 17 15 12 11 9

 * forecast          Source: Economist Intelligence Unit (EIU), International Monetary Fund (IMF)

* **



Political situation: Fairly stable

Head of state: President Pratibha Patil (since 25. July 2007)
Head of government: Prime Minister Manmohan Singh (since 22. May 2004)
Form of government: A 5 party coalition government of the United Progressive Alliance (UPA), led by the 
 Indian National Congress (INC). Main opposition party is the Hindu-nationalist BJP

Internal situation 

The coalition parties of the United Progressive Alliance (UPA) received a boost in the May 2009  general election, 
gaining a comfortable majority in the Lok Sabha (lower house). Before the election, the UPA had held only a mino-
rity of parliamentary seats and therefore had to rely on the support of Communist regional parties to secure a par-
liamentary majority. This made governing unwieldy and often led to uneasy compromises, impeding comprehensive 
economic reforms. With its new-found majority and the electoral gains of the Congress Party, the administration is 
more cohesive, albeit the Congress Party remains dependant on the support of its coalition partners. The oppositio-
nal BJP is internally divided between Hindu nationalists and secular centre-right factions, making its comeback less 
likely in the short-term. 

International relations 

The Mumbai terrorist attacks in November 2008 have proved a serious setback to relations between India and 
Pakistan. New Delhi immediately withdrew from the peace talks that had begun in 2004 with the aim of settling 
outstanding disputes such as the Kashmir conflict, and demanded that Pakistan bring to justice those responsible 
for the attack and dismantle the terrorist networks. After some Pakistani efforts to comply in principle, both prime 
ministers met in private at an international conference in July 2009 to discuss the resumption of bilateral peace 
talks. Despite this tentative thaw, relations remain strained and may well deteriorate again.

Relations with China have improved, mainly driven by common trade and economic interests. After decades of 
rather lukewarm relations with the US, Washington increasingly considers India a strategic partner and potential 
counterbalance to China’s rising power in Asia.
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Real GDP growth (%) Inflation p.a. (%)

Internal economic situation: Overheating economy

General situation  

The Indian economy had achieved high growth rates of more than 7 % each year since 2003, peaking at 9.7 % in 
2006. Growth has traditionally been boosted by the service sector, especially information and communication tech-
nology (ICT), and business service outsourcing. India’s economy is driven mainly by domestic consumption (exports 
accounted for only 15 % of GDP in 2009).

Economic growth decelerated in 2008, mainly due to the bursting of the bubbles of domestic shares and other asset 
bubbles, but has accelerated again last year to 7.7 %. Currently the Indian economy seems to be overheated, with 
high growth and inflation rates. Real GDP growth increased 8.6 % in Q1 of 2010 and is forecast 8.0 % this year, 
driven by the booming services and manufacturing sectors and private consumption. Exports and imports have 
steadily increased since the end of 2009. After eight straight months of double-digit growth, industrial production 
rose just 7.1 % year-on-year in June, mainly due to base effects.  

Overall inflation was 13.7 % in June 2010 and is expected to average 11.4 % this year, and wages as well as prices 
for capital goods, shares and real estate tend to rise rapidly. Consumer prices have sharply risen as a weak monsoon 
last year led to shortages in staples and risen food prices. Recent fuel price increases have also contributed to the 
overall price inflation as well as the fact that the supply capacity of the Indian economy is simply unable to match 
demand. The high consumer prices increasingly become a concern, as this undermines the purchasing power of the 
many poorer households. In order to curb inflation the Reserve Bank of India has tightened monetary policy by 
repeatedly raising short-tem interest rates since April 2010.

Source: EIU/IMF
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Sector performance

Most sectors which faced difficulties in 2009 (principally steel, automotive and real estate) have recovered, and the 
automotive industry is even booming again. Domestic car sales grew very strongly in the first half of 2010, reflec-
ting the increased purchasing power of the Indian middle class. The rebound in the automotive sector is positively 
impacting other sectors such as steel. Growth in India’s output of crude steel slowed to 2.8 % in 2009, but con-
sumption in the last quarter of 2009 and first quarter of 2010 has been at much higher levels, and Indian steelma-
kers are now resuming expansion projects shelved during the global economic crisis.

The textile sector remains problematic, particularly the parts of the industry focused on exports to the US and 
Europe. In the ICT sector prospects are quite good due to increased levels of disposable income and relatively low 
levels of PC penetration in India. That said, the telecommunications subsector could face some difficulties over the 
coming year due to strong competition and decreased average revenue per user (ARPU). A further consolidation 
process seems to be inevitable in this industry.

Economic policy

Government stimulus measures have accelerated the economic recovery, but also led to large budget deficits (6.5 % 
of GDP in 2009) and increased domestic debt. The fiscal deficit will remain above 5 % of GDP in 2010 and 2011. 
However, these deficits can be financed by domestic borrowing. 

Beside the high budget deficit, India’s main structural deficiencies are: the underdevelopment of the agricultural 
sector; poor infrastructure; inflexible labour laws; excessive bureaucracy, and a shortage of skilled labour. Many 
expected that, after its victory in the 2009 general election, the Congress party would finally tackle the necessary 
structural reforms the government has been unable to pass in its first term (due to its dependence on support from 
left-wing parties). Although the government launched some initiatives to fight rural poverty and to cut fuel subsi-
dies, the prospects for significant structural reforms remain bleak. 

Energy situation

India is the world’s largest producer of coal, which provides more than 50 % of its energy consumption. 66 % of oil 
and gas is imported. Electricity supply is highly unreliable, representing a major impediment for the economy.
              
      

Atradius  � 



Atradius  � 

External economic situation: Deficit on the current account

Foreign debt 

Level: Low (15% of GDP and 70 % of exports of goods and services in 2010)
Structure: Favourable (75 % long term)
Debt service ratio: Low (9 %, 22 % including short-term debt)

Remarks:  
While foreign debt is low, total public sector debt (including domestic debt and debt of state-level governments) is 
very high: at 81 % of GDP.

Balance of payments 

Trade balance: Structural deficits
Current account: Small deficits since 2006 (2010: -1.7 % of GDP)
Capital account: Structurally positive
Total account: Structurally positive

Remarks:
India remains a relatively closed economy (export of goods amount to 15% of GDP). Trade balance deficits are 
largely balanced by surpluses on service and transfer account. Foreign capital inflows largely consist of portfolio 
investment, which leads to a rather volatile stock exchange performance.

International reserves 

In months of imports (cif):       Excellent, 11 months of import cover in 2010

Foreign debt/GDP (%)

50

40

30

20

10

0

 2007 2008  2009   2010f  2011f

13
18 17

Source: EIU/IMF

15 14

Current account/GDP (%)

 0

-1

-2

-3

-4

-5

 2007 2008  2009   2010f  2011f

-1.0

-2.2
-1.7

Source: EIU/IMF

-2.2
-1.7



Atradius  � 

Atradius Copyright 2010

The information contained in this report is provided for information purposes only. The information is not intended as a recommendation as to particular transactions, investments or strategies in any way 

to any reader of the report. Readers of the information contained in this report must make their own independent decisions, commercial or otherwise regarding the information provided. While we have 

made every attempt to ensure that the information contained in this report has been obtained from reliable sources, Atradius is not responsible for any errors or omissions, or for the results obtained from 

the use of this information. All information in this report is provided ’as is’, with no guarantee of completeness, accuracy, timeliness or of the results obtained from the use of this information, and without 

warranty of any kind, express or implied. In no event will Atradius, its related partnerships or corporations, or the partners, agents or employees thereof be liable to you or anyone else for any decision 

made or action taken in reliance on the information in this report or for any consequential, special or similar damages, even if advised of the possibility of such damages.

Outlook: Further growth expected

Internal economic situation

Real GDP growth is forecast to remain high in 2011 with 8.1 %, and inflation is expected to slow down. While go-
vernment spending on badly needed infrastructure projects will further boost domestic demand, and there is a clear 
need for additional power generation, this also means that the administration will continue to run large budget de-
ficits, financed by domestic borrowing. More public-private investment partnerships are needed, but so far private 
sector participation in infrastructure development has been concentrated heavily in the telecoms sector, with such 
participation in other areas (sanitation, power generation, roads and railways) much lower than expected – this is 
reflected in problems with continuing and persistent power and water shortages in all India’s major cities.

Although income inequality will remain large (North vs. South, countryside vs. cities, caste system), the number of 
middle class people increases rapidly, which creates rising demand for consumer goods and opportunities for dome-
stic and foreign businesses.

External economic situation

The sustainable foreign debt level, high reserves and prudent foreign debt management will continue to underpin 
India’s sovereign payment capacity. 


