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CRISIL Economy First Cut 
   

Overview: India’s current account deficit (CAD) narrowed sharply to $32.4 billion (1.7% of GDP) in fiscal 2014 from $87.8 billion 

(4.7% of GDP) in fiscal 2013. The correction in CAD was primarily due to a contraction in merchandise imports coupled with a rise in 

service exports.  Capital inflows at $48.8 billion – buffered by a surge in inflows under foreign currency non-resident (FCNR) 

deposits - were more than sufficient to finance the CAD, resulting in a $15.5 billion accretion to India’s foreign exchange reserves. 

In fiscal 2015, we now expect CAD to widen to $47 billion (2.2% of GDP) as restrictions on gold imports, imposed since July 

2013, are gradually withdrawn. The Reserve Bank of India (RBI) has already begun to take steps in this direction by allowing 

large private gold importers to resume importing gold and permitting nominated banks to give gold metal loans to jewellery 

manufacturers. Imports of capital and consumption goods (non-oil, non-gold imports) are also expected to rise this year as GDP 

growth picks up to 6%.  Despite pressure from rising imports, the upside to CAD is likely to be capped due to faster growth in 

exports led by a global recovery.   

Financing CAD however, may pose a challenge in fiscal 2015 as global liquidity declines with continued tapering of US Fed’s bond 

purchase program. There will also no longer be a cushion from FCNR deposits as in the last year. Under these circumstances, the 

government’s ability to revive investor sentiment and lift growth will be key to attracting portfolio and FDI flows.  

���� The reduction in CAD in fiscal 2014 was led by a (1) sharp fall in merchandise trade deficit to $147.6 billion (7.5% of GDP) from 

$195.7 billion (10.5% of GDP) in fiscal 2013 and (2) a 12.4% growth in net services receipts in fiscal 2014.  

���� While merchandise exports growth at 3.9% provided some support, the dramatic narrowing of the merchandise trade deficit 

was driven by a 7.2% decline in imports. Gold imports fell to $28.9 billion in fiscal 2014 from $53.8 billion in the previous year 

and imports excluding oil and gold also declined by 4.3% year-on-year due to weak domestic demand.  

 

Figure 1: NRI deposits help finance the CAD in FY14 Figure 2: Short-term net capital flows decline 
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����  In fiscal 2014, despite a sharp slowdown in growth, there was a marginal pick-up in longer-term and less volatile capital 

flows such as net FDI (to $21.6 billion from $19.8 billion) and external commercial borrowings (to $10.7 billion from $8.6 

billion). In contrast, short-term inflows such net FIIs and trade credit declined sharply. Net FII inflows fell to $5 billion (5-

year low) in fiscal 2014 from $27.6 billion in fiscal 2013 and there were net outflows of $5 billion on trade credit and 

advances in fiscal 2014 as compared to net inflows of $21.7 billion in the previous year. The decline in trade credit was 

mainly due to lower inflows on account of a sharp decline in merchandise imports in fiscal 2014.  

����  Net Capital inflows received a significant boost from FCNR deposits mobilised in Q3 under the swap scheme offered by 

the RBI. FCNR deposits more than doubled to $38.9 billion in fiscal 2014 from $14.8 billion in fiscal 2013. 

���� At end-December 2013, India’s external debt stood at $ 426 billion – 5.2% higher than its level of $404.9 billion at end-

March 2013. The rise was mainly due to an increase in long-term debt driven by higher NRI deposits. Share of short-

term external debt in total external debt fell to 21.8% in end-December 2013 from 23.9% at end-March 2013 due to a 

decline in short-term trade credit and advances.  
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 Making Markets Function Better 
 

Economy and Industry Research 

▪ Largest team of economy and industry research analysts in India 

▪ Coverage on 70 industries and 139 sub-sectors; provide growth forecasts, profitability analysis, emerging 
trends, expected investments, industry structure and regulatory frameworks  

▪ 90 per cent of India’s commercial banks use our industry research for credit decisions  

▪ Special coverage on key growth sectors including real estate, infrastructure, logistics, and financial services  

▪ Inputs to India’s leading corporates in market sizing, demand forecasting, and project feasibility  

▪ Published the first India-focused report on Ultra High Net-worth Individuals  

▪ All opinions and forecasts reviewed by a highly qualified panel with over 200 years of cumulative experience 
 

Funds and Fixed Income Research 

▪ Largest and most comprehensive database on India’s debt market, covering more than 15,000 securities 

▪ Largest provider of fixed income valuations in India 

▪ Value more than Rs.53 trillion (USD 960 billion) of Indian debt securities, comprising outstanding securities 

▪ Sole provider of fixed income and hybrid indices to mutual funds and insurance companies; we maintain 12 
standard indices and over 100 customised indices 

▪ Ranking of Indian mutual fund schemes covering 70 per cent of assets under management and Rs.4.7 trillion 
(USD 85 billion) by value 

▪ Retained by India’s Employees’ Provident Fund Organisation, the world’s largest retirement scheme covering 
over 60 million individuals, for selecting fund managers and monitoring their performance 

 

Equity and Company Research 

▪ Largest independent equity research house in India, focusing on small and mid-cap companies; coverage 
exceeds 125 companies 

▪ Released company reports on all 1,442 companies listed and traded on the National Stock Exchange; a 
global first for any stock exchange 

▪ First research house to release exchange-commissioned equity research reports in India 

▪ Assigned the first IPO grade in India 

 



 

 

 

 

 

 

 

 
About CRISIL Limited 
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are 
India's leading ratings agency. We are also the foremost provider of high-end research to the world's largest banks 
and leading corporations. 

About CRISIL Research 
CRISIL Research is India's largest independent and integrated research house. We provide insights, opinions, and 
analysis on the Indian economy, industries, capital markets and companies. We are India's most credible provider of 
economy and industry research. Our industry research covers 70 sectors and is known for its rich insights and 
perspectives. Our analysis is supported by inputs from our network of more than 4,500 primary sources, including 
industry experts, industry associations, and trade channels. We play a key role in India's fixed income markets. We 
are India's largest provider of valuations of fixed income securities, serving the mutual fund, insurance, and banking 
industries. We are the sole provider of debt and hybrid indices to India's mutual fund and life insurance industries. We 
pioneered independent equity research in India, and are today India's largest independent equity research house. Our 
defining trait is the ability to convert information and data into expert judgments and forecasts with complete 
objectivity. We leverage our deep understanding of the macroeconomy and our extensive sector coverage to provide 
unique insights on micro-macro and cross-sectoral linkages. We deliver our research through an innovative web-
based research platform. Our talent pool comprises economists, sector experts, company analysts, and information 
management specialists. 
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