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India  

Solid 2Q26 GDP growth   

 

• 2Q26 GDP growth surprised to the upside at 7.8% YoY from an 

upwardly revised 8.6% in 1Q26, driven by investments and exports.  

 

• Gross value-added growth was also resilient at 8.2% YoY from an 

upwardly revised 8.7% in 1Q26 supported by stronger manufacturing 

and utilities sector growth, while services sector growth remained 

double digits.   
 

• We revise our FY27 (i.e. year ending March 2027) GDP growth 

forecast higher to 7.2% from 6.4%, previously. This further 

strengthens our view that the Reserve Bank of India (RBI) will raise its 

policy rate by a cumulative 50bp in FY27.  
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India’s 2Q26 GDP growth surprised significantly on the upside at 7.8% YoY compared to 

an upwardly revised 8.6% in 1Q26 (Consensus & OCBC: 7.3%). The upside surprise mirrors 

the resilience seen across Southeast Asia (see ASEAN-5: Mixed 2Q26 growth outturns but 

regional resilience endures, 19 August 2026).  

 

Growth was driven by investment spending, up 11.9%YoY in 2Q26 from 10.5% in 1Q26, 

and exports up 12% YoY versus 3.9% in 1Q26. Private consumption was resilient, albeit 

with growth easing modestly to 7.1% YoY from 7.5% in 1Q26 while government spending 

growth slowed to 4.3% YoY from 7.7% in 1Q26. The contribution of domestic final demand 

to headline GDP growth at 8.4 percentage points (pp) was broadly similar to 8.3pp in 

1Q26. The contribution of net exports jumped to 3pp from 0.7pp in 1Q26 as export growth 

was higher while import growth fell to -1.1% YoY from 0.8% in 1Q26. Inventory destocking 

shaved off 0.3pp while discrepancies remained large at -3.2pp.  

 

On the supply-side, Gross Value Added (GVA) growth also surprised to the upside at 8.2% 

YoY in 2Q26 versus 8.7% in 1Q26 (Consensus & OCBC: 7.3%). This was mainly driven by 

manufacturing (9.2% YoY from 7.9% in 1Q26) and utilities (8.9% from 4.8%) sectors while 

services sector growth remained in double-digits at 10% versus 11.5% in 1Q26. Growth in 

the financial, real estate and professional services sector remained robust at 12.1% in 

2Q26 versus 12.3% in 1Q26. 

 

 

We had largely expected GDP growth to remain resilient in FY27. However, the upside 

surprise to 2Q26 GDP growth and the broader strength in investment spending has led 

us to revise our FY27 GDP growth forecast to 7.2% from 6.4%, previously. Indeed, early 

indicators point to continued economic momentum in July, including government 

spending, which improved to 18.5% YoY in July, with capex up 53.7% YoY (June: 66%). 

Government revenue growth also improved to 67.4% YoY in July versus 58.6% in June, 

with the fiscal deficit narrowing to 4.3% of GDP on a 12-month rolling sum basis. On 

the supply side, July industrial production came in at a stronger-than-expected 6.7% 

YoY, although this was lower than 8.8% in June.  

 

The strength in the growth outlook adds credence to our call for monetary policy 

tightening from RBI. Our forecast remains for a cumulative 50bp of rate hikes in FY27. The 

vulnerabilities on the external front persist, with the current account deficit widening to 
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USD3.5bn in 2Q26 from a surplus of USD7.1bn in 1Q26 and the balance of payments 

recorded a deficit of USD8.1bn. While non-rate measures, such as the FCNR-B scheme has 

been successful in attracting inflows, the demand for foreign currency remains elevated 

(see India: Current state of play: Conditions becoming ripe for rate hikes, 24 August 2026), 

suggesting that external funding pressures are likely to persist. Importantly, price 

pressures are also building which will further support monetary policy tightening.  
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markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled 
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading at the time 
of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently verifying 
its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate contained in this report is 
subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or 
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising 
whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This report may cover a wide range of 
topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or financial planning. Accordingly, it should not 
be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any 
investment product taking into account your specific investment objectives, financial situation or particular needs before you make a commitment to purchase the 
investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether the investment product mentioned herein is 
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC Investment Research Private Limited (“OIR”), 
OCBC Securities Private Limited (“OSPL”) and their respective related companies, their respective directors and/or employees (collectively “Related Persons”) may or might 
have in the future, interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and 
providing broking, investment banking and other financial or securities related services to such issuers as well as other parties generally. OCBC Bank and its Related Persons 
may also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, OIR, OSPL or other 
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