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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, WEQ 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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Figure 3. High spreads, especially since the pandemic; and high elasticity of

borrowing costs to debt
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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
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Motes: Simulations based on debt dynamics accounting identities in IMF (2010)
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GOMEITEHAID @HSTL BIH Frnibs FFlUUGSSH0HEHHEHTET CHemeal
GOMEUTE @ HSHGL. FFaUCHF BIFHWSHT 2 V&L QUITIHETTSITTS
&H6ooT GeooTTL_ L& H60r (IMF World Economic Outlook - WEQ) {6310 T60T 618560 61T
QWM 2 6ooTeMLOWITET QLTSS 2 6THTLH 2 mHuUsGHUleT eueTiF&
NREHMS 7 F56750MH6 LD, 2_60oTen W TeT SR GSHmS 2 F&56T50M&Ha]LD,
QuUIME STEFMMHIG (PG 6OTEmLOL ] LM M T & 60 mem WL BISLI
LMMTHGemmenWUD WenmGW Qs s 2 6ThTl(h 2.musHuiley 1.7
FHIHOMEAID 59 FHIGHMSHAIND BT 3 60LNmeoi18 8860 & meor LITeV,
ADO5H 10 U OT(HHEHHG 6R6UGCEUTIH 3,60T(HWD SHLeT B GmIsGemer 70
FHIHOMEHES GHMEsH CeusorlquimaeiEGL (u@eumuiley 22 FHefH5H MG
alllg QFNGSHe|D GelsorquilBai@GLD) 6T @CHELIMETM @ Lp6V&6rleor
QLI UL CLMASTETeTLILIHLD 8560078 8 () & 6T Fo. 0I5 60T M 60T.

WEO@) 60T 8560011 L1L9160TLILG. 2022-23 [B1G) U T600T LQ.63T (LN&60T6emLOL] LIMMITE &6 M
45 FllBmsIsad BISHU UuOmTEGemm 99 FsllHHIOME 2 66T
Blemevullev  Sallgwomer  emellev  BIH  FriBs  FHUUGSHEET
CxmaIliLU@ID. (NHEHWINTH, aleTiFF aHsn AH&HOMH|D eIl lg
AHHID GMaTEHEalD QWHSTL BIH FribHs FiflliLb S 5608 6588 Meor
CGxHemeal GMmMaITEH: @HSHGL. TOHSHEHHTLLTE, aueTiFs &gl 9
FHANRGID VLGl 2 eooremnwlimeor NlEGWTer 0 FHANHHID 6TeTLIS



QLMEs 2aBMTl(h 2.musHuley 1.7 FSARSHEHHGL LUHTs 3
FEANRGEH DG SH&HMOT (NSTenl]l LUMHMTEHGMMULET 35 &
FTHEHUEFNEHET 2 (HEUTEHGLD. CsH  geTallevmeor  &HL6or
GemmLienLILD 2 MIF QFuIu]LD.

LILLD 5. LIMMITE (60 M 6T, & L6015 6158 & ITEOT &F TS S WILDITE0T LITe0 & 8 6iT

Figure 5. Possible Trajectories for Deficits and Debt
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Alternate Scenario with Added Consolidation

Alternate Scenario with Added Consolidation and Higher Growth

Notes: The alternate scenario with added consolidation assumes a primary deficit 0.5 percentage points below the WEO 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 consolidation reduces debt to 80% by 2030, whereas the scenario with consolidation
and high growth reduces debt to 68%

Sources: IMF Woarld Economic Qutlook, author calculations
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