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NSO ESTIMATES GDP GROWTH AT 7.4% IN FY26:GROWTH IS LIKELY Issue No. 23, FY26
TO BE HIGHER ONCE THE NEW BASE IS RELEASED Date: 07 Jan 2026

The 1st advance estimate (AE) of GDP for FY26 indicates GDP growth at 7.4% as compared to 6.5% in FY25. The GVA growth
is estimated at 7.3%. Nominal GDP growth is estimated at 8%. Historically, the difference between RBI's estimate and
NSO’s estimate is always in the range of 20-30 bps and hence the 7.4% estimate of FY26 is quite expected and
reasonable. We, however, believe that GDP growth for FY26 would be around 7.5% with upward bias. The second
advance estimates, incorporating additional data and revisions, are scheduled to be released on February 27, 2026. So, all
these numbers are expected to change with the base revision to 2022-23.

On the expenditure side, the heads that have positively contributed include the government consumption with a growth of
5.2% in real terms. Exports have also held the forte with positive growth of 6.4%. Private consumption growth was tad
lower at 7.0%, possibly due to slowdown in agriculture sector. Per capita consumption expenditure registered a growth
6.1%. Uptick in government consumption, traction in services has held up the demand in FY26, cushioning the impact of
external headwinds.

Capital formation that has slowed last year has recovered in FY26. The real growth in capital formation at 7.8% was higher
by 70 bps from last years’ growth. The nominal capital formation growth was also higher indicating revival in investment
demand. Imports have registered a growth of 9% in nominal terms but registered a growth of 14.4% in real terms. However,
this is expected to moderate in FY27 given the outlook on energy prices.

Fiscal deficit at the end of Nov’25 stood at Rs 9.8 lakh crore or 62.3% of BE. We believe that even though the tax revenue
are likely to be lower than the budgeted for FY26, non-tax revenue will be on the higher side thereby not impacting the
overall receipts much. Total expenditure is also expected to be lower, leading to fiscal deficit of Rs 15.85 lakh crore
compared to the budgeted Rs 15.69 lakh crore. With the new GDP figure fiscal deficit as % of GDP is likely to remain
unchanged at 4.4%.
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the sub-sectors under services are estimated to grow at a higher
pace, compared to last year.
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Fiscal deficit at the end of Nov’25 stood at Rs 9.8 lakh

demand.

Imports have registered a growth of 9% in nominal
terms but registered a growth of 14.4% in real terms.
However, this is expected to moderate in FY27 given
the outlook on energy prices.

GOVERNMENT EXPENDITURE & FISCAL SITUATION

crore or 62.3% of BE. We believe that even though
the tax revenue are likely to be lower than the budg-
eted for FY26, non-tax revenue will be on the higher
side thereby not impacting the overall receipts much.
Total expenditure is also expected to be lower, lead-
ing to fiscal deficit of Rs 15.85 lakh crore compared to

¢ Monthly data from CGA indicates that overall ex- the budgeted Rs 15.69 lakh crore. With the new GDP
penditure has already reached 57.8% of the BE till figure fiscal deficit as % of GDP is likely to remain un-
Nov’25, with revenue expenditure at 57.5% of BE changed at 4.4%.
and capital expenditure at 58.7% of BE. The states e The budgeted debt to GDP has also been revised
capital expenditure, however, is at 38.7% of BE in downward marginally by 7 bps to 56.07% of GDP.
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enue was at Rs 5.2 lakh crore or 88.6% of BE (78.3% % of GDP 4.8 4.4 4.4
in last year). Total receipts came at Rs 19.5 lakh crore |Memo:
or 55.7% of BE (last year 59.1%). Nominal GDP 330.1 364.2 357.1
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Disclaimer: The Ecowrap is not a priced publication of
the Bank. The opinion expressed is of Research Team
and not necessarily reflect those of the Bank or its
subsidiaries. The contents can be reproduced with
proper acknowledgement. The write-up on Economic &
Financial Developments is based on information & data
procured from various sources and no responsibility is
accepted for the accuracy of facts and figures. The Bank
or the Research Team assumes no liability if any person
or entity relies on views, opinion or facts & figures
finding in Ecowrap.

SBI Research

Contact Details:
Dr. Soumya Kanti Ghosh
Group Chief Economic Adviser
State Bank of India, Corporate Centre
M C Road, Nariman Point, Mumbai - 400021
Email: soumya.ghosh@sbi.co.in, gcea.erd@sbi.co.in
Phone:022-22742440
: kantisoumya




