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Figure 1. Surge in general government debt in India is unprecedented, driven

partly by unprecedented rise in deficit
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Source: Global Debt Database, World Economic Qutlook Database, Actual data till Fy 2020, WED projection (for deficit) for 2021,
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Figure 2. High interest payments, less space for countercyclical policies,
crowding out of social spending
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' PPP -GDP weighted averages across country groups.  Source: World Economic Outlook Database.

2Source: World Bank World Development Indicators.
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Figure 3. High spreads, especially since the pandemic; and high elasticity of
borrowing costs to debt
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' Each arrow represents a country. The beginning of the arrow represents the debt and spread pre pandemic, and the end of the arrow their
values in 2022). Source; World Economic Qutlook Database.

2Based on a sample of 19 EMs. Simple scatter plot not controlling for fixed effects. Numbers reported in the text based on regressions with
country fixed effects. Sources: WEQ, IFS, Bloomberg, Haver, Jorda-Schularick-Taylor Macrohistory database, OECD, Mauro et al IMF WP 13/5,
Global debt database
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Figure 4. More India grows out of debt, lesser the required adjustment

Possible Scenarios to reduce debt by 20 percentage points in 10 years

T

. W% 0

469 38 174

Primary Deficil (% of GDP)

T ~—" ;rmn Rate (%) -5{]0 L e

Real Interest Rate (%)

MNotes: Simulations based on debt dynamics accounting identities in IMF (2010)

TRy Al 5 @92 (12 2t (AR B FOBT M TiolCa? Tesimes Jfas 21 T© (I @32 ACele ARSI T© 3, AecEd Fgeen
AT O3 FN 2031 FIEIN Sema i (e 3 sfed a7 (7, I SRl JBYFaT ¢TS5 RN Ao (TFHT23)
S &S q *sie 20a @ BT T & A1 2T ABCZ ICH 4T fol, SO T IR0 TETI ACHH SR o =oieee Weg

(TS 0T (G2 FMF AR 6T AGCT 13 2012 BT 200 20eT) AR TR A= 8 Reomyiet (CREGBe 5.9 o™
932 f&fSHHa .5 *TSITAE F 20O 204 THEIS-GF AW, 2033-30 TCoF 0 2 ¢ Reorpyier (ofelers, 2t it fet (b
RIS 8.¢ HORH € 5.5 WS, OF A ol FaCaT (4l AT @3 AFAMDT &=y 2pd TEE AeH| @Fg e,

SISTERT TRAT e 2T T (A G 0T 2 T T 20T G ST LGNS| ©02 T Trede! REAea Seard 4l A, =
1< e 2 SN X[ XTSI A R 0 (G ey oA 41 f&rfSfo4 .9 *o1eeeis et fon *orex 2iifsie «ibfs s
Q¥ iR (of 03, [F7 YIFIER AT 933 AP



Figure 5. Possible Trajectories for Deficits and Debt
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= f\|ternate Scenario with Added Consolidation

Alternate Scenario with Added Consolidation and Higher Growth

Motes: The alternate scenario with added consolidation assumes a primary deficit 0.5 percentage points below the WEQ projection for years
2022-2027. The alternate scenaric with higher growth and added consolidation assumes, in addition to the above consolidation, a 9% growth
rate for years 2022-2027. The alternate scenario with only consclidation reduces debt to 80% by 2030, whereas the scenario with consolidation
and high growth reduces debt to 68%

Sources: IMF World Economic Qutlook, author calculations
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